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ABSTRACT 


The history of incentive formulation in the organi- 
zation of health care systems is fragmented and the effects 
of incentive utilization were not definitive in their 
applicability to the delivery of health care services, The 
study consisted of an examination of common incentive 
approaches; the effects of bureaucratization on organizational 
incentives; hospital incentive programs; the feasibility of 
incentives for the health care professional; and finally, 
the utilization of incentive criteria as an analytical 
technique in the evaluation of health services program 
proposals, 

The results indicated that serious consideration 
should be given to the feasibility of an amalgamation of 
hospital aaa medical reimbursement systems whereby all 
participants are held responsible and accountable for the 
Beneratiion ‘ot thotal. healith’tcare cosits.)) The ‘success of 
incentive formulation and implementation in the health care 
field is dependent upon the capability of the health care 
organization for bureaucratic adjustment; the accountability 
of all participants for the results of their actions in 
performing their duties; the immediacy of rewards or 
penalties to job responsibilities; and the use of qualified 


Management personnel. 
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CHAPTER 1 


INTRODUCTION 


dts PURPOSE 

The purpose of this study is to examine the formu- 
lation of incentives in the context of selected health 
services organizations. The examination will include: 

1. <A review of common incentive approaches, 

2. An examination of the potential effects of 
bureaucratization on service organizations, 

3. Examples of hospital incentive programs, 

4. The applicability of incentives to the profession- 
al within the service organization, and 

5. the investigation into the) utilization of 
incentive approaches in the formulation of health services 


program proposals. 


LL. SCOPE 
The subjects of incentives, motivational behavior and 
health service delivery systems encompass diverse and often 
contradictory concepts. Accordingly, a large portion of 
this thesis is devoted to the development of an analytic 
framework specific to health service organizations. This 
study is restricted to two basic parameters underlying the 


formulation of health service incentive schemes: 
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Wee the sleeves of bureaucratization within the service 

organization, and 

| 2. The behavior of individuals with regard to the 
operating efficiency and technical problems associated with 
the health service organization. 
In suggesting changes toward a more efficient and effective 
health care system, the mechanics by which various geo- 
political distributions would be made,are not considered. 
The general process of regionalization is beyond the scope 
of this study and the suggestions offered apply to existing 
facilities and boundaries as well as to proposals containing 
district or regional changes. 

The application of the analytic framework derived 
from the literature, hospital incentive programs, and 
organizational theory will be limited to an examination of 
the report titled The Community Health Centre in Canada, or 
as it is more commonly known, "The Hastings REpoOre = Aside 
from the speculative aspects of evaluating a proposal before 
it has been implemented, the: major utility of examining The 
Hastings Report under these incentives criteria is to 
provide insight into the relative efficiency-effectiveness 


of a given program, 


Bipedade: ‘The Hastings Report. Report of the 
Community Health Centre Project to the Conference of Health 
Ministers (Ottawa: Queen's Printer, 1970). 
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lel FORMAT OF THESIS 

This thesis is divided into seven chapters. Chapter 
1 contains the purpose, scope and format of the study. 
Chapter 2 examines common approaches to the formulation and 
implementation of incentive programs while Chapter 3 
provides an examination of the effects of bureaucratization 
on incentive formulation. Chapter 4 reviews some incentive 
plans utilized in the hospital industry. In Chapter 5, the 
professional aspect of service organizations is reviewed 
with regard to the structuring of incentives to affect 
least-cost patterns of professional practice, This chapter 
provides a review of reimbursement systems, and suggests the 
modification of present "fee for service" practice within 
health service organizations. The major focus of Chapter 6 
is on a framework for the analysis of incentive programs for 
the delivery of health care services. The utilization of 
incentive concepts in supplying health care is examined by 
the application of this framework to an analysis of The 
Hastings Report. Finally, Chapter 7 concludes this study by 
summarizing criteria derived from the preceding chapters 
with regard to the implementation of incentives in the 


health care field, 
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CHAPTER 2 


AN OVERVIEW OF INCENTIVE APPROACHES 


Le INTRODUCTION 
The purpose of this chapter is to review the litera- 

ture pertinent to incentive programs. Many different 
incentive schemes have been proposed to foster efficient and 
effective production of health care services within the 
hospital, but few of these programs have been implemented. 
Of those which have been tried, only limited success has 
been noted over an initial short-run pilot period. Over 


time, most of these programs have been abandoned, 


ia INCENTIVE RATIONALE 

Incentive plans are usually conceived in order to 
enhance worker motivation in order to change behavior 
patterns and foster more efficient and effective means of 
output. 

"The basic concept of incentives as originally 


formulated was to turn the inherent selfishness 
of man into a force for greater productivity."3 


4H: Gross, ‘Incentives and the Structure of 


OvreanizetlondiaMOotivation, sJournal olethe american College 


of Hospital Administratorssuvolealos Nom 31@Septembiergel97 1) , 
pp. 8-20. 


auaE Lincoln, Incentive Management (Cleveland: 
Lincoln Eld@eeria Company, 1951), pp.) 894 
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Therefore, the rationale behind most incentive programs is 


that they are a money-saving device. 


GFE THE CONCEPT OF WORKER MOTIVATION 

There are many theories of work motivation which run 
on a continuum from the scientific management approach to 
the socio-psychological satisfaction of needs and drives. 
Some of the concepts which are felt to be more relevant to 
the area of incentive programming will be considered in this 
section, although an in-depth review of the theories of 
worker motivation will not be attempted. 

The first modern concept of worker motivation was 
based on the premise that man was completely rational and 
economically oriented in his work Pete The 
scientific management approach, sometimes referred to as 
machine theory, stressed the use of time and motion studies 
and piecework payment systems, They were concerned with 
standardization®of job tasks ands their institutionalization 
Chrougch® linitingicontrolisetotsdngularsy task Heaceseeeie This 


concept created much resentment and opposition to the use of 


ey Tannenbaum, Social Psychology of the Work 
Organization (Belmont, California: Wadsworth Publishing 
Conpany sy inc. 1 9669s 


Sean: a detailed discussion on the classical models of 
worker motivation see D. Katz and R.L. Kahn, The Social 


Psychology of Organizations (New York: John Wiley and Sons, 
Incl 96657 
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incentives due to the emphasis on the individual as a tool, 
devoid of social conscience or psychological needs, and only 
useful to increase output, The subjective judgements 
inherent in job evaluation and measurement fostered anti- 
Management feelings and a negative connotation of incentive 
plans. 

The backlash to this approach resulted in the 
development of the human relations school. This concept 
considers the behavior patterns of the worker in a more 
complex framework consisting of social and emotional drives 
which may motivate his actions. The Hawthorne experiment 
is the classical work in this area® and the following 
conclusions to the study are offered: 

1. The need for recognition, security, and sense of 
belonging is more important in determining workers' morale 
and productivity than the physical conditions under which he 
works, 

2.) Intormal groups wlthin the work plant exercise 
strong social controls over the work habits of the individu- 
al workers, and 


55 Work is a group “activity about which the social 


ei Gellerman, Motivation and Productivity (Vail- 
Ballon Press, Inc., for the American Management Association, 
De. 6 1963)" 


oo © 
. iz : 
8 ’ 


(loot « én Leuhivabat eda oo stesdams odd z..a 
yino ne ,ebson (evtgelodeyeg 10 nied atiso Estsoe to bioweb 
ainsmeghsf svisoatdue oiT .dugduo semetsat 04 tuhoey 


-tio0 beveteo? inem$idas9m ben aoliaviave dot at sastemiak 


evisneont Yo qobistonncs ovisasgen 8 bos egatise? tnomegenne 
sft of beadivasa dosozgas aiis ot deeliosd adT ¥ 
dqsonos sid? .foodo# srobtsiss negud ods to sasaqoleveb 
10m 6 gi asdnow siz to entsttsg toiveded eff axsbitages 
asvish (sndttome bee Istooe lo waktebesoo dreowamex? xelgmso 
tnemitsgxs ante daweh en? .anotios etd sisyison Yam apkdw 
goetwollo? sd bas “sors ebdd ot dxow Lsokessio sd¥ et 
:beisitoe ste ybuta sit 03 saotenLanao 


to sene9e hos ,ystivusss ,noltinogoos: rob besm sat .L,., 


sisvom 't1adz0w goiaimwzetsb ai toadstoqgmi sisom et gatgnoled 
ad fotde sebev srotibbaos Isoitpysq adi nada vitviadwhorq bas 
| bolt Ow 
sutotexs soalq Atow edt atdtiw equozg Ismrotal .&. Pe a 
~wbivibal es Yo e2ided Atow six 19Vv0 2foxsmes, fetoce gaorga 
bas oe 

sibdiile wits Stalin ipiadiaeinass san quotg s al anon ,€ 


: 7 


worlid*of*the®adult “is, primarily patterned.’ 

From this point on the direction of incentive 
formulation concepts were based not only on economic rewards 
for the individual but on a raft of social and psychological 
indicators for®the individual "within the group. “Theorists 
vied for the use of one or many combinations which would 
best influence worker motivation over an extended period of 
time. One example is the concentration on external (job) 
and internal (social) rewards as motivators in a group 
setting, the effect of status and status congruency and of 
the degree of reward in relation to perceived investments. 
Another is based on Festinger's theories of cognitive 
dissonance and rests upon equity/inequity of aeeyeaedlis © 

A classification which discusses needs on a lowest to 
highest hierarchy is proposed by Masten te seo ly sbiy) 


appealing to those needs which have not been met that an 


i een Brown, The Social Psychology of Industry, 
Penguin Books "(Great Britain. » Cy. Nicholls and Company j Lid: ; 
LOIS) spy EOD). 


Th ZaALegnike eGR... Chriatengen, sand fod. 
Roethlisberger, The Motivation, Productivity, and Satis- 
faction of Workers: A Prediction Study (Boston: Harvard 
University, Graduate School of Business Administration, 


L958) 


a Stacy Adams, "Toward an Understanding of Inequity," 
Journal of Abnormal and Soctal Psychology 67 (1963), pp. 
422-436. 


oS ence: Lindgren. Attelneroduction to Social Psychology 
(New York: Wlohn Wiley and@oons sinc. , 91969) 5 pe oo. 
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individual may be motivated to change his behavior patterns. 
The clas sit Leatd ony cls: ase £01 lows: 

1. Physiological needs -- needs involved in main- 
taining body processes, 

2. Safety needs -- needs to avoid external dangers 
or anything that may harm the individual, 

3. Belongingness and love needs -- the need to be 
given love and affection, and nurturance by another person 
Or persons, 

4. Esteem needs -- needs to be valued, accepted, and 
appreciated as a person, to achieve and be adequate; to 
acquire status, recognition, and attention, and 

5. Self-actualization -- the needs for self- 

a iiss 

Economic rewards would not satisfy all these needs and the 
First soask.of the initiator of) an incentive, scheme, would, be 
to decide at what level of the hierarchy is his selected 
population, or what needs still have to be met. 

The concept of achievement motivation for the sole 
purpose of achievement is a very real consideration in 
incentive Be nanan One eae It is especially important in 


professional groups such as medicine and nursing where an 


Loctaine pp. 80-81. 


oi ie a detailed discussion on the influence of 
achievement concepts see D.C. McClelland, The Achieving 
Soctery, (Princeton  /D. VaneNostrand Coc, .stnc. 4) 1961). 
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achievement orientation is necessary to fulfill the 
obligations of accreditation. This concept and causal 
theories of behavior point to the difficulty in trying to 
sequence any single cause or single goal orientation in 
determining individual motivation. Peoples' wants are both 
dynamic and conflicting and therefore ever ah pmehes Many 
different approaches are taken to the aforementioned 
concepts. jeeoase? separates two sets of factors, 
hygiene (job context factors) and motivation (which offer 
positive rewards over and above expected renumeration). In 
sum, he states that when incentive schemes do not work they 
are aimed at hygiene factors and when they do work they are 
aimed at the motivating factors. 

The approach taken by Mecresoms. is twofold, 
representing polar views of man. Theory X states that man 


dislikes work and must be coerced, controlled and threatened 


into organizational activity avoiding responsibility and 


- Ths ts discussed and implied in. R. Likert, the 
Human Organization: Its Management and Value (New York: 
McGraw-Hill Book Company, 1967), p. 15. 


iene Herzberg, B. Mausner, and Barbara Block 
Snyderman, The Motivation to Work (New York: John Wiley and 
Sone slew, LO50) 


oes McGregor, The Human Side of Enterprise (New 
York: McGraw-Hill Book Company, 1960). 
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desiring security above alae? Theory Y states that: 

1. The expenditure of physical and mental effort in 
work is as natural as play or rest, 

2. External control and the threat of punishment are 
not the only means for bringing about effort toward organi- 
zational objectives. Man will exercise self-direction and 
self-control in the service of objectives to which he is 
committed, 

3. Commitment toward objectives is a function of 
the rewards associated with their achievement, 

4, The average human being learns, under proper 
conditions, not only to accept but to seek responsibility, 

5. The capacity to exercise a relatively high degree 
of imagination, ingenuity, and creativity in the solution of 
organizational problems is widely, not narrowly, distributed 
in the population, and 

6. Under the conditions of modern industrial life, 
the intellectual potentialities of the average human being 
are only partially Wruneroenee 
Theory Y would suggest that the goals of the employees 
should be compatible to those of the organization "such that 
the members of the organization can achieve their own goals 


best by directing their efforts toward the success of the 
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enterprise. wae Katz and Kahn discuss types of motivational 
peu keruees and suggest that needs may be satisfied by 
actions. These actions may not ordinarily occur except by 
the offering of rewards. They state that "many human 
actions are the means to the satisfaction of utilitarian 
drives or ego needs, and are performed for no other 
codebase: 

This brief review of some of the concepts of worker 
motivation was undertaken for the purpose of underlining the 
diverse directions motivational theory takes. In extending 
these concepts into the rationale for specific incentive 
formulation models, it is not clear whether motivating 
people to behave in a desired manner is a problem of 


incentivesjsatproblem@otscontrolyeoteinithe finaleanalysis., 


an inseparable combination of both factors. 


LV COMMON INCENTIVE SYSTEMS 
A. Individual, Group, and Organizational Plans 
Incentive systems have taken two general forms, merit 
rating plans and monetary payment schemes, Monetary payments 


attempt to "increase the motivation of employees to 
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contribute to the goals of the organization by offering 
financial inducements above and beyond basic wages and 


Za 


salaries," Merit rating plans apply salary ranges within 


each step on a hierarchical ladder, Movement within these 
ranges is dependent on merit, and/or length of Senha 

The most common reward systems are individual, group, 
and organizational incentive systems. Individual systems 
usually take one of three forms: piecework and standard 
time where the individual is paid a set amount for each unit 
of output; shared gains where the individual receives a 
percentage of the value of his output over and above a 
standard amount; and variable returns where the individual 
receives a per unit fee which depends on his level of output. 

Group incentive systems are based on the pooled 
earnings of a group of employees, each receiving a percent- 
age of output value over and above a standard amount. The 
added percentage is a result of cost savings or reduction of 
labour. The group may include all employees or any 
department(s) within an organization. 

Organizational incentive systems are further removed 


from the employee who receives the benefits, and usually are 


a eis. French, The Personnel Management Process: 
Human Resources Administration (New York: Houghton-Mifflin 


Company® 1964) etpe 2:34. 


EI Beach, Personnel: The Management of People at 
Work, (New York: MacMillany Company: <19.65)i ip... (6.3 6,. 
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not felt to be controllable in any way by individual effort. 
Examples are profit-sharing, stock purchase options, and 
pension plans. As mentioned previously, these tend to 
reduce worker turnover but may have little effect on 


behavior modification. 


Bre Problems With Incentives in Practice 

In considering any incentive system the implication 
of setting standards of operation and employee motivation 
are of prime concern. Attempts are made to firm up a 
department (or organization) to aid in applying the 
incentive plan. The formulation of standards means that 
the department receives special attention which is bound to 
have some effect. Along with this, the workers are usually 
involved in the process of “readiness" and such things as 
communication flow and supply stocks are checked and made 
ready. This unusual activity and interest in the department 
and workers alike may be all that is needed to increase 
worker morale, efficiency and effectiveness. The added 
implementation of the incentive program, after the period 
of readiness, may add little or nothing to the department, 
but the separation of readiness effects (involvement) and 
incentive effects are difficult and usually not considered. 

The literature on worker motivation seems to 
indicate that the further the benefit is from the worker and 
the less control he has over receiving it, the less powerful 


the incentive. This would seem to have serious implications 
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with regard to total organizational plans such as retirement 
pension schemes, methods of profit sharing, vacation bonuses 
and the like. These programs may serve the purpose of 
holding an employee to his job but may do little to improve 
behavior or work patterns. 

The success of incentives as a money-saving device 
has not been proven, especially in the health care field. 
There are many added costs associated with the implementation 
of incentive programs which are not immediately apparent, 
Some of the costs which may be hidden from view are as 
follows ‘ee 

Lb eydoebsevaluationy, 

2. Wage and salary administration, 

8, Time and-motion study), 

‘ge Accounting), 

5. Negative aspects of individual competition within 
a group, 

6. Supervision, and 

7. Group conflict due to measurement techniques and 
subjective standards. 
Gross states that when these costs are added up, the total 
may be the same as before the plan was Creede Invthis 
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implementation are discussed; employee resistance, identi- 
fication, limits of economic rewards and suspicion and 
manipulation. He sums up his article as follows: "An 
incentive system will not, then, make a hospital work more 
effectively. But an effective, well-run hospital may 


provide the environment for an incentive system to works"? 


Ce An Example of Available 
Literature on Health Care Incentives 

The question of which type of incentive scheme is 
best, depends on the situation under study. All incentive 
systems have characteristics which may aid in reaching 
specific objectives but the key to success is proper 
implementation under favorable organizational conditions, 

One such example of a combination approach of 
incentives which has been tried is documented in Hardwick 
and Wolfe's article "A Multifaceted Approach to Incentive 


Row ree wen dniee’ 


This *anercele *reports that three distinct 
experiments are being tested in Western Pennsylvanian 
Hospitals. 


st YWilading of “indwstrial engineers “in <3 hospitals to 


work as an arm of the hospital's administration in seeking 


Ce ke Oe 


ah Patrick Hardwick and H. Wolte, “A Multifaceted 
Approach to Incentive Reimbursement," Medical Care, Vol. 
VILE No, S30 Ciay-June, 19/0)42 pp. 173-188. 
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and analyzing potential cost-reduction situations and making 
recommendations to improve the existing systems. Incentives 
were to be paid to the hospitals on the basis of real 
savings made for each program that is implemented. 

24. Utilization of statistical techniques to 
determine the relationship between total cost and various 
independent variables such as services, education, case mix, 
etc. Incentives would be paid on the difference between 
actual and projected costs, 

3. A negotiated budget incentive based on accurate 
forecasting and agreement as to reasonableness, 

The methods of implementation are discussed in detail, 
but the results are based on specific hospital idiosyn- 
cracies which leave the main question the article posed 
unanswered. Which method has the better general 
applicability? The only concrete savings were shown by the 
addition of industrial engineers to the hospital staff, and 
these results were based on one year. If the results can 
be replicated it would indicate that superior management was 
a crucial variable introduced into the system. This 
addition of external management was a proxy for superior 
internal management and the actual incentive method used 


may be of Little importance: 
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CHAPTER 3 


INCENTIVES AND THE LEVEL 
OF BUREAUCRATIZATION 


1, INTRODUCTION 

From the preceding review, incentive schemes may be 
of questionable long term value, Many factors may be at 
work which are advantageous in some situations and dis- 
advantageous in others. The concept of man as rational and 
as a purely economic being is an example of this. The 
effect of the individual upon the group and group pressure 
upon the individual; achievement motivation; hygiene versus 
motivator factors; and integration and fulfillment of needs 
based on a physio-psychological hierarchy, may all be 
appropriate in a given time and specific situation. The 
problem here is the difficulty of controlling organizational 
variables which may change a particular environment from 
moment to moment, thereby rendering a plan, based on 
motivational theory, inoperative. This chapter will examine 
the potential effects of organizational variables with regard 
to the formulation of incentive schemes, 

All organizations have some common structural 
variables which may promote motivational incentives and/or 
disincentives, Organizational changes are considered and 


implemented in order to further specific goal attainment. 
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Underlying these objectives, two major classifications of 
change are usually involved: the change in an organization's 
level of adaption to its environment, and the changes in the 
internal behavior patterns of Piacente While the more 


common approach to behavior modification is to mold the 


behavior of the individual to the Ove andie aeons the 


emphasis to be applied here is that of changing the organi- 


zational “structure “to allow -for%behaviior modi fileauiamas: 


uve the sttucture of an organization is not 

an immutable given, but rather a set of complex 
variables about which managers can exercise 
considerable choice,"390 


Organizations may be more or less bureaucratized with 
a higher or lower level of informal organization contained 


therein. The degree of bureaucratization may influence the 


eee major classifications of organizational change 
are discussed by Greiner and Barnes in their article 
Organizational Change and Development, They are considered 
in the context of objectives of change rather than in the 
context of resultants of most change techniques as noted 
above. Their usage of these concepts may be found in: G.W. 
Dalton,» P..R.4Lawrence and L,E. Greiner, (eds.), Organizational 
Change and Development (Ontario: Irwin-Dorsey Ltd., 1970), 
Poe 2h 


oo Eee Perrow, Complex Organizations, A Critical 
Essay (Illinois: Scott, Foresman, and Company, 1972). A 
summary of approaches to organizations through behavioral 
models is contained in Chapter 4, pp. 145-176. 


aE Bee Blau and W.R. Scott, Formal Organizations (San 
Francisco: Chandler Publishing Company, 1972). 


aren Dalton, Poukw Lawrence and.J.W.. Lorsch (eds.), 
Organizational Structure and Design (Ontario: Irwin-Dorsey 
Wedel 9 70 ep ae. 


‘er ; ; 


te enobaaotttaesto olen ows a 


a 'notdastasayo oa ot aabicilts: ans 


ois at eegasio age ve Paomnot Iwas #3 03 moliqebs te is 
atom nz sebaw “* sgaayel ens to entsases t¢ivedad toarsan | 


odd blom od et aGttept3 thom rokvads od dosotqqa HOmMOD 


Sdz $8 oes deaauee ois o1 fsublvwibsi sis to roivedad 


-tesgie sf3 gatgnsds to sed3 at eted beilgqe od of elesdqas i 1 


#) i 
OS ek aE ORES Bon totvetiad 102 wolls o3 sitvdsuxia fanotias ; 


xalqmos to 198 & asides god #9753 sidstommt ms . 
sefotexs nko Atepenem dob Juodn esldsitsy . 


; 

h 

tom: 81 soltissinggio os to exyetounte sdy ..c? ae : 
7 OE" s5 tnd sldsrsbhbhenoa 


dttw bostissounetud aesl so srom od Yam enotisesinagi10 


a 4 

botisinos cotjastesgto Ismeoict Yo Level +ewel a0 teigifd es 7 7 
, re, an 

9é7 sonovlint yam notissksa%5ussisd to ssig9b off  ,nltetsd> : 

y ” 

sae ly lenotissainsgro Teo brolhisolitnagto 19 (sm weaae | _ 
slotixe Tish ob eonr, ii 
betsblenoo ays vont ne $e . . 

sa2 of nailt s4d387 dgpecs Bate . IXStg05 od mh * 
bateoy as. asuphatiet réeio 22600 to eta lewnes io Jxe2 oe 7 ye 

’ 


Wed tof baon® of yam ¢ 
objsx baeg20 


95,90 _ Sasd> to seen sledT .svod . 


«(s3hs) x T.d bos coer es 2,7 .oo3lad 
sure. 


veetodsakw ¥ 


solbzvaaaQ) 


c2iggot) ,wowted eslrada®s.. 
ae) 7 BUR? i ia red 
09 Bedsaoreqe 2d we 

& bentayads. ef als bon ; . 


Lg 


structure and process of incentive formulation, In order to 
examine the effect of formal organizational structure 
(bureaucratization) on incentive formulation, the bureau- 
ebatic gcharacteristics .of (rationality «and specialization, 
impersonality and hierarchy of authority have been selected 
; ; an . : 
for consideration. Their potential effect upon motivation 
within the organization will be examined along with their 


eftects ,on the organization; athe iclient;.and the worker. 


EL ¢ LEVEL OF BUREAUCRATIZATION 
In terms of the level of bureaucratization, the large 

scale organization may inhibit the freedom of individual 
employee behavior, If bureaucracies are set up to deal 
with stable, routine tasks, then the efficiency of the 
bureaucracy may depend on the degree to which extraorgani- 
zational influences upon the worker's behavior are 

sonienot hed s Conversely, where the level of bureaucrati- 
zation isjpinhtbikting aefitehency, incentivesprogzams may 


increase productivity and efficiency within the organization. 


The following discussion will examine the negative effects of 


eA riede are the features of a bureaucratic structure 
as examined by Weber. A Summary is contained in: A. 
Etzioni, Modern Organizations (New Jersey: Prentice-Hall, 
Loony 19,64):japp ays3-5.4. 
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bureaucratization on employee motivation. 

One of the negative effects of bureaucratization is 
the alienation felt by the members. In terms of his 
position within the organization, this is made up of the 
following dimensions: (a) powerlessness, (b) meaningless- 
ness, (c) normlessness, (d) self-estrangement, and 
(e) igataevonme? Large aggaed can result in alienation as 
powerlessness in that the sheer immensity of the organi- 
zational setting makes the worker feel that his own 
behavior cannot determine the outcome he seeks in his work 
because he is simply one of many workers. Therefore, he 
feels (although he is usually careful not to show it) a high 
degree of anonymity. Further, the large size of an 
organization implies that it has a great deal of power -- 
the organization represents a concentration of power and its 
Bifect, as*Cy “Wright Millsfobsétved) *is*to coertes to 
manipulate: 

"Organizational irresponsibility; in this 

impersonal sense, is a leading characteristic 

of modern industrial societies everywhere. 


On every hand the individual is confronted 
with seemingly remote organizations; he feels 


oo Blaumer, Alienation and Freedom (Chicago: 
University of Chicago Press, 1964). 


34s 4 zee in the context of this chapter is used as a 
proxy for the®level of bureaucratization. For a discussion 
Of the  shitt trom a traditional organization ‘to a rational-— 
legal bureaucracy due to increased organizational size, 
rerorito GC, eRe orOovg, OPws Clits ps 4. 
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dwarfed and helpless before the managerial 

cadres and their manipulated and manipulating 

minions."3° 

Isolation and estrangement may also result because 
the employee may find it difficult to identify with the 
large number of people found in the organization. While 
small group membership eases the problem, it does not 
necessarily improve the individual's rapport with the 
organization qua organization. Further, large size may 
intensify the effects of other conditions or characteristics 
of the organization. This may be reflected by low morale, 
low productivity, and absenteeism which all have been found 
to be associated with organizational size. 

Motivational incentives could be considered to help 
control or eliminate some of the above-mentioned problems, 
Incentive programs which try to blanket the multi- 
dimensional problems of organizations with a "cure-all" 
approach would seem to have almost insurmountable diffi- 
Ccultiles#@in. coming ito grips with actual problensareas:. Size 
may be an asset to efficiency, but after reaching an 
optimal point, the law of diminishing returns plays an 


important part in considering motivational incentives which 


ns Wnight Mills, White Collar «(New Yorks oOxftord 
University ohnessew1956).,;. pwiloay, 


aoa biayd Warner ,andeJ 70 9 skew atihesso¢halesystemvot 
a Modern Factory (New Haven: Yale University Press, 1947). 
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may be of value. Incentives to combat the negative 
characteristics associated with size should lead to outcomes 
such as cooperation, cohesion, integration, morale, and 


common value sets which would help align compatible goal 


a, 
orientations. This would foster a participative 


(democratic) style within the organization. This style has 


shown to be more efficient in terms of the above aspects. 


pinky, RATIONALITY AND SPECIALIZATION 

The large size of agencies fosters large admini- 
strative problems, the solution of which requires rational 
thinking. 


"Rationality may be defined as the capacity 
for objective intelligent action. It is 
usually characterized by a patent behavioral 
nexus between ends and means. While 
rationality is always limited by human error, 
inadequate information and chance, within 
these limits the rational person applies 
intelligence, experience, and technical skills 
tio sid live: this: «prob Nemsi.— in ani ideal=typical 
organization rationality is sought by organizing 
and directing its many parts so ‘that ‘each 
contributes to the whole product with utmost 
efficiency."39 


ste discussion on unobtrusive measures of control, 
Seer Bb lausand ecott,s .Op.. Cit. 


ae Featez) tani) (RY li, sahm),§ cher 1S ocitlalowhsyicho logy of 
Organizations (New York: Wiley, 1966). 


3° Robert Presthus, The Organizational Society (New 
Yorks. Knoptl.,el962), Pp. 52. 
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This process, ofe rationalitycresultesinéstandardizationsof 
activities and careful recruitment procedures within an 
ofganizationyvy=eOn the other! hand\seoverspecialization 
(fragmentation of worker tasks) may induce a sense of task 
meaninglessness for the employee, thereby burdening him 
with the accepted means of procedure which are usually 
implicit in his role. He does not directly service organi- 
zational objectives throughout his career but is just a 
single strand in a web of specialized departments, It is 
then reasonable to assume that sooner or later the worker 
would lose sight of the goal of the organization and would 
be more concerned with the rules and regulations governing 
his particular position. The goal would then cease to be 
anything more than an abstraction and the client an object 
which must meet specific requirements in order to facilitate 
the workers existence. Whether the object does in fact meet 
Lbeseaspeciiications is immaterial ytoxtheiworkeretor LEgis 
usuallhyejustravmeansyjofi deciding, to’whieh other department 
it will be referredisesSpecialization alse, lowers tthe cost of 
runningeanvyorganizationgs fotethed lowest paideandemanycot the 
less-trained workers spend the most time with the client on 
a facéesto face basis, thesdirectives coming fromethersnore 
specialized and higher-paid workers. 

These two characteristics of rationality and 
specialization tend to divorce the worker from the ultimate 


DULrPOSEe OL wtia@mworganization. | The rationale of the technical 
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and social organization is comprehended fully only by a few 
people ‘at the *top*s) Df indeed by) anyone at “all. * The st'ress 
of this dichotomy is unequally distributed among employees 
because the mature? of an* oreani zation “affects the ability ‘to 
whest tay sense! of purpose from@his work: “Working in’ a small 
service organization may enable the worker to see the 
relationship of his’ contribution’ to ‘the whole: team work may 
icreast Meaning tulnes’s=* but even here the client is’ usually 
taken out of the teams' hands before any interpersonal 
relationships have become meaningful. 

Even in the upper levels, considerable imagination is 
required to feel a personal relationship with, and to derive 
a sense of value from the part played by the specialist in 
the coordination of his perceived function in rendering the 
service which the organization espouses, 

Desired outcomes to be considered here are similar 
to those pointed out in the previous section on size but 
with more direct emphasis upon knowledge of the organization 
as a whole and the importance of the various parts within 
1t,4tThe pezwsonal disintentives "due to’ rationality “and 
specialization are based upon communications within the 
organization. For example, programs based upon monetary 
incentives to the employee would not, in this area, be of 
any lasting worth and would not have any effect on the 


pureavrcratie rooc of the problem... 
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eae IMPERSONALITY 

Mewerapeiency of the  ongani zation will .sutfter if 
emotions or personal considerations influence administrative 
decisions, Thus, organizations promote impersonal relation- 
ships by excluding from the administrative hierarchy those 
interpersonal relationships that are characterized by 
emotional attachments and also by socializing this value 
into the individual worker. 


"ee. the more bureaucracy '‘depersonalizes' 


itself, the more completely it succeeds in 

achieving the exclusion of love, hatred, and 

Cveryaepuce Ly pengonel weegpecikally inrational 

and incalculable, feeling from the execution 

of ,offtcial tasks. Modern Gapitalism requires 

for its sustaining external apparatus the 

emotionally detached, and hence rigorously 

'professional' expert,'"40 
This impersonality leads the organization to take an 
instrumental and manipulative view of man. Within a service 
organization it may feed the fires of professional dishonesty 
because of the dual role of the professional worker, On the 
one hand he is interested in helping an individual and on 
ene other, in helping to control that individual's behavior 
Lf 16 isscontrary to the expectations of the organization. 
Thies malfunction in the worker results in his. Lying, to the 


elLiene regdrdine the purpose, of his interest inshim. In the 


following quotation substitute the word organization for the 


10 ns Gerth and CGC. Wright Mills, “From Max Weber;" 
(New? GOrk:seeCxtotd University Press, 1951)%, p. 2:16. 
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word community. 

"When the community's needs conflict with the 

adolescent's needs, it is the community that 

must be obeyed and decisions are not always 

made entirely in the patient's interest."4l 
This contradiction in the purpose of the organization and 
worker and the impersonality which surrounds their 
activities is a barrier which cannot easily be breeched. 

There is a level of impersonality within an 
organization which should promote efficiency without 
alienating the member of an organization. Motivational 
incentives might perhaps be directed toward status 
considerations consisting of many factors (not strictly 
monetary) such as rank, expertise, recognition and esteem 
accorded him by relevant others, In this way impersonality 
might be used more effectively in fostering cohesiveness 


and developing cooperation toward a similar value set and a 


more compatible goal orientation. 


Ve HIERARCHY OF AUTHORITY 
A high degree of specialization creates the need for 
a complex system of coordination. The head of a large 
oreanizatton cannot be indirect contact wath all the 


employees at all times. Therefore, responsibility is 


oa rere. "The Impact of Professional Dishonesty on 
Behavior ‘of Disturbed* Adolescents,” in Stratton and Terry, 
Prevention of Delinquency (New York: The MacMillan Company, 
LOG) pts L898, 
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exercised through a hierarchy of authority which furnishes 
lines of communication between top management and every 
worker for obtaining and submitting information on operations 
and transmitting operating directives. Organizations vary 
in the extent to which members are assigned tasks and then 
provided the freedom to implement them without interruption 
from superiors -- this is the delegation of hierarchy of 
authority. There is also variance in the degree to which 
staff members participate in setting the goals and policies 
of the entire organization -- this is the degree of 
participation in decision-making. These two concepts are 
aspects of centralization -- the locus of authority to make 
decisions affecting the organization. Another concept which 
varies with organizations is formalization -- the official 
procedures which prescribe the appropriate reactions to 
recurrent situations and furnish established guides for 
decision-making. 

A look at two relevant studies dealing with hospitals 
and welfare agencies is appropriate at this point. 

pean has examined alienation deriving from the 
authority "structure ofa large hospital; tHe defined 
alienation as "a feeling of powerlessness over one's own 


affairs -- a sense that the things that importantly affect 


anion ate Jy ePearlin, oAltenatl omebrom Works > Of “Situdy 
of Nursing Personnel," American Sociological Review 27 
(November, 1963), pp. 315=526. 
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one's activities and work are outside his ene renee e 


He found that alienation was most exacerbated under 
conditions that minimize interaction between superordinates 
and subordinates and, consequently that reduce the oppor- 
tunities for the latter toy influence informally the former, 
Thisedss reflected ine his findings» that: intense alienation 
isemost dikelyrito occur, (l)cwherte authord tyo figures: and 
their subjects stand in relations of great positional 
disparity, (2) where authority is communicated in such a way 
as to prevent or discourage exchange, and (3) where the 
superordinate exercises his authority in relative absentia, 
He further discovered that neither positional disparity nor 
the preemptory exercise of authority was alienative for 
workers who have an obeisant regard for the honorific aspect 
of status, 

Aiken and yee in their comparative analysis of 
social welfare agencies, measured alienation from work in 
terms of work dissatisfaction and alienation from expressive 
relations in terms of satisfaction with supervisors and 
fellow workers. They hypothesized that the degree of 


alienation from work and from fellow workers would be greater 


Seo ee ais Lon 


diesel Aiken and Jerald Hage, “Organizational 
Alienation: A Comparative Analysis," American Sociological 
Review 31 (Jume, 1966), pp. 497-507. 
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in Aden iy centralized organizations than in decentralized 
onesn es’ Theystoundithat)in organdzationsythatirelyaheavily on 
hierarchical arrangements, alienation from both work and 
expressivesrelationswisifoundnetlheyfexplainkthis result by 
noting that a strict hierarchy of authority reduces the 
opportunities for communication among the members of an 
organization; the consequences of reduced communication is 
alienation from fellow workers. Alienation from work is the 
consequence of little participation or influence in agency- 
wide decisions. Thus, a high degree of centralization as 
measured by participation in organization-wide decisions and 
degree of control over assigned tasks is related to the 
presence of work alienation and disenchantment with 
expressive relations, especially with superordinates, 

A high degree of formalization implies not only the 
preponderance of rules defining jobs and specifying what is 
to be done, but also the enforcement of those rules. Aiken 
and Hage found that the degree of alienation from work and 
from fellow workers varied with the degree of formalization 
(measured by indices of rules observation and job codifi- 
cation). Results showed that there was great dissatisfaction 
with work in those organizations in which jobs are rigidly 
Structureds(hiegh job codiitestion); however, white “rigidity 
may lead to strong feelings of work dissatisfaction, it does 
not appear to have such a deleterious impact on social 


relations in the organization, Organizations in which rules 
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are strictly enforced have high degrees of both work 

alienation and alienation from expressive relations. 
"The relationship between rule observation and 
alienation from expressive relation is slightly 
greater than with alienation from work, 
suggesting that disruptions in social relations 


nay thesemonre (likely to teccunyunderseconditions of 
highly structured jobs."45 


NV Ite BUREAUCRATIZATION AND INCENTIVES 
FN Organizational Effects on Client and Worker 

The large organization may not offer service for the 
well-being of the client but “for “the continuance of, “and the 
Eationale’ for, its existence. The important criteria 
become the work out-put, the number of clientsserviced, the 
expansion softits fackhlittes and its quest for more financial 
resources in order to pay higher wages, employ more people 
and expand sits jterritonyweocAs the organization lacquires more 
power its responsiveness to the client diminishes in 
pLopoart Lon: 

Theseprocess sof sbureducratizationsin ia Large Jorganil= 
zation should be an asset to the client. Ini factual tpractice 
thisietsi rot calways «the tease yitine logs cofsintra= 
organizational contact may have a detrimental effect on both 
the iworkeniand the»cifients eihesspecial circumstances 


surrounding a client are secondary unless they can be 


pear le, p. 504. 
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pratessed through one of the formal channels. The pro- 
fessional worker may not see the client who feels there are 
extenuating circumstances surrounding his or her case unless 
the file comes into his possession through the established 
channels of communication. In many cases this does not 
happen as the less skilled and the lower paid are the 
workers who decide why and where in the organization the 
client will be sent. Because of the dominance of the 
bureaucratYe characteristics of "rationality and speciali-— 
Zatron, <Lmpersonality, “and*hierartchy or™authority, the 
client's need may be minimized in favor of organizational 


and worker efficiency. 


Be Incentive Formulation 

It is not possible to suggest an alternate structure 
for organizations which would not affect countless other 
agencies and institutions in society. There is much 
research to be done in this area before any major changes 
are implemented; however, it may be possible to reduce the 
negative effects of bureaucratization by modifying the 
Structural Characteristics within the organization. 

When an organization reaches what is considered to 
be its maximum size, a new organization (or department 
therein) could be established, relatively autonomous, to 
pertorm Lts senvice in anveiticient manner. Whether the 
tasks to be performed are routine and can be bureaucratized, 


or non-routine and organized professionally (on the basis of 
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professionally trained workers), some level of bureau- 
CYatization 16° G@ssential foreadministrative efficiency. “The 
original organization could be decentralized rather than 
expanded to encompass a greater workload. 

It is in this context of an autonomous organization 
that bureducnatic characteristics could be controlled in 
their implementation, thereby counterveiling the problems 
of its insensitivity to the needs of worker and client 
alike. The contact between members could be on a more 
personal level in a smaller organization, thus simplifying 
communication and cooperation. Given a potential increase 
in communication and cooperation, it may be said that 
structural change has served as an incentive factor. 

Further to considering the effects of bureaucrati- 
Zateon an. Che formulation (Ob incentive pres rams, the 
professional component of service organizations should be 
examined. The very nature of services provided by health 
care organizations requires the input of diverse professions. 
Chapter 4 will review actual hospital incentive programs, 
and Chapter 5 will examine the potential effect of 


incentiverprosrans on the behavior of the professional 


within the service organization. 
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CHAPTER 4 


HOSPITAL INCENTIVE SYSTEMS 


ine INTRODUCTION 

In this chapter, an examination of hospitals which 
have implemented different types of incentive plans will be 
undertaken. These hospitals have been selected based on 
the availability of documentation and on personal knowledge 
of. the systems, The plans will be discussed in the context 
of benefits (previously noted in Chapters 2 and 3) and 
technical problems which can be directly related to the 


Content of these programs. 


| Ws MEMORIAL HOSPITAL OF LONG BEACH 
The Memorial Hospital contained 444 beds and employed 
1100 people. This hospital implemented an incentive program 
based on a total organizational framework. Productivity 


contributions are based on the employee being motivated to: 


Ly SWOrk ieMarter nop nance r, 
2. save on materials and equipment, 
Se cooperate with one another to achieve group 
goals, 
46 


Jot,.ertehring.~.lnecreasing Productivity in Hospitals: 


A Case Study of the Incentive Program at Memorial Hospital 
of Lone Beach (Madison, Wietonesin: Center for the Study of 
Productivityenord vation, »Lomo) . Gp. 4. 
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Incentive plans should result in the following: 

1. The employee would be better off financially, 

2. The patients would receive lower costs and/or 
better service, 

3. the hospital wouldtbé». able ™to pay for better 
housing and equapmenteets 
This hospital did appear to reach these objectives, but 
whether or not it is the effect of the incentive program is 
questionable. The plan which was implemented was the 
Memorial Employees Retirement Incentive Trust (MERIT plan). 
This was a savings-sharing plan, the sharing based on 
budgetary gains as a proxy for a measurement of efficiency. 

The MERIT formula for a performance base was 
calculated by taking the total operating revenue for a 
three year base and dividing the average into the controll- 
able costs for the same postcode This was converted into 
an "efficiency" percentage which was compared to that of the 


current year. The employer's contribution then equalled the 


PErCduUCcEmMOL the totale payroll sforsthetyear®by’ the efiietency 


improvement percentage. This formula appears crude and open 
ftormisinterpréetation. Limitations of hospitaltliability 
47 
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¢orade averaging process was eventually pegged in favor 
of a satisfactory base chosen by management as it was 
realized that the averaging process would net the employee 
less and lessyeach year. Ibid., p. 43. 
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were also imposed: 

LoamAsiloorio£ no Lesaethani1%Z ofrpayroll andta 
ceilingvofenosmore+thans5Z%Z iofethe payrollewas«phacédson the 
contributionsaofithe hospital; 

Zavetheshospital's contribution Fcouldonotlexceed 507 
of employer's net operating gain before allocation of 
expenses to the MERIT fund, 

3. It could not exceed 15% of the annual compen- 
sation of all participating employees. 

The hospital's contribution is divided among all 
participants inea ratiolof theireearnings satoathesetotall 
Garpingshof gall vparticipants. »itThe-fund isaupaidiintorthe 
trust and is invested by the trustees with the guidance of 
the administrative committee, Payment is made from the 
trust fund at severance, death or Pemieencu tne 

EThiss (intlessence,cd sl athe WMERLEseplan;. ILlthis basedton 
payroll deductions of the employee on a volunteer basis and 
not all employees choose to join, How the overall 
efficiency.in the hospitalswas due totthis »plan, .is mot made 
clear. The plan is simply a retirement savings plan with an 
economic incentive to increase individual returns at a future 
date. Many organizations have similar and better paying 
plans, but it is seldom suggested that they change 


individual behavior patterns. They do offer added security 


a2 tae pp. 9-10. 
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Eor those who have no intention of leaving their job and 
they arewantincentive.to reducing! job rurnovers. but there 
is no evidence in this study. that any other accomplishments 
are due to the plan. The MERIT plan has some,serious 
defects even as a savings incentive. First of all, the 
contributions of the employees are deducted from their wages 
and invested in:ithe trust fund. The hospital adds a 
contribution to these individual amounts based only on a 
percentage of a percentage saving directly due to the 
employees' efforts and based upon management criteria of 
eontroLlabile eae tsaes If the employee leaves the fund 
before thesretirement age of sixty-five, only his sportion of 
the contributiLorwis returnediplus any cearnings yofwuthe fund 
based songthoarefhivgure eelhististagnetefiguretatter rthe 
deductions of trust administration payouts to other 
employees and other "miscellaneous" expenses. This "benefit" 
only applies to employees with a vested share, The meaning 
@f thisitermpeivested” «according cto ythe eMERIT splanvis \“Atter 


twovrullauyearssokeparticipation in iMERET ,hyourevested share 


Ons dee po. ?4-752) Ihis only held truce an certain 
categories, the turnover for the hospital in general did not 
show a significant difference. 


-< he controllable costs are not stated nor are the 
criteria for their selection. It is questionable whether 
tities etc, inetacts possible. eso do not “expect ‘topotbtaln (a 
crystal-clear concept of a controllable cost. Such a concept 
doee not exist, except in the abstract 7) -from, (C.1. Horngren, 
Accounting for Management Control, 2nd edition (New Jersey: 
Prentice-Halle wine H- 1970) ep 93328": 
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or mate Share of the hospital contributions credited ‘to ‘your 
account would be 10% and this would increase by 10% each 
year. At the end of eleven years you would have 100% vesting 
Of Ownership ofall hospitalftcontributtones put tinto <~our 


aeadun tate 


In other words, in order to receive maximum 
benefits, you would have to stay with the hospital for 
eleven years, 

Other factors must also have a bearing on the 
efficiency achieved by this hospital. Of some influence 
would be the new ten million dollar facility which the 
Memorial Hospital moved into one year before the implement- 
ation of the plan. Another aspect of some importance is the 
emphasis of management techniques in conjunction with the 
incentive program. "The list“cf these* techniques read tike 
the motion of a well-oiled machine which is under constant 
supervision and maintenance, There is a general employee 
indoctrination given twice monthly to all new employees 
along with special enrollment campaigns twice yearly. 
Special MERIT meetings are also held in an attempt to 
increase membership. The "selling sotness for MERIT are 
handed out and followed up by individual MERIT members who 


explain the advantages of the program. A MERIT film is 


also used for indoctrination. An Employee's Advisory 


27 dee pie Bue 5% 


Thid., p. 14. These are well documented. 
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Committee plays an important role and also union cooperation 
is soucht. 

A working simplification program is used in 
conjunction with the MERIT program in this hospital. This 
began with a training program for managers and supervisors 
followed by the training of employee groyps. Over six 
hundred employees (both members and non-members of MERIT) 
were Crainedwdurineg this study. “After the training. 2 
methods engineer coordinated a "sizeable number of projects" 
and coordinators were chosen to guide and stimulate 
activities. The work simplification is organized as follows: 

lL. (he overall direction of the program remains in 
the hands of the training director, 

2. A full-time R.N. has been selected and trained to 
devote full time to the progran, 

cy All major departments have appointed a depart- 
mental representative and one or more team captains. The 
representatives function largely in projects of an inter- 
departmental nature. The team captains function largely in 
problems related to their own departments, 

4, The coordinator assumes the responsibility for 
organizing inter-departmental teams, for providing guidance, 
di-rection,and—tollow-up on all projects. She also directs 


the reporting and evaluation procedure of the various 
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projects. 


What has taken place, and seems to be constantly 
taking place in this hospital, is the involvement of more 
and more employees in the process, The management's 
superiority is shown by the level of accountability and 
responsibility constantly being placed on the employees in 
the execution of their tasks, There is no doubt that 
efficiency is being fostered in this hospital, but there is 
doubt that it is due to the implementation of the MERIT plan 
oon ain cen tave een moe 

The question of actual cost-saving is the final 
consideration in examining the MERIT plan. The answer to 
this is unknown. Due to the accounting procedure reported 
in this study, it is impossible to segregate the 
controllable costs which were considered in the base formula, 
It is also not clear whether evaluation of cost reduction 
in the worker simplification program, included the salaries 
of the expertise hired specifically for training, implement- 
ation, SuperVision and control, The tinal) point €o be made 
ts that attempting to compare hospitals its a questionabie 


exercise due to the effect of a vast array of uncontrollable 


=o) sy tc Reaeen) ) OPA ee 


2 rhe conclusion that efficiency is a fact in this 
hospital itsyLurcther Supported /by ithe author's observations 
and subsequent report after a visit to this particular 
hospital duxing the month of July, 1973. 
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variables, 

In sum, the Memorial Hospital is an efficient 
organization, the employees have received an additional 
economic benefit relative to their position before the 
implementation of the plan, and a multiplicity of control 
features are apparent. Whether the plan has acted as an 
incentive and whether the hospital has benefited by its use 


is not answered by the results of this study. 


ans Te ie THE BAPTIST HOSPITAL, PENSACOLA, FLORIDA 

The Baptist Hospital is an independent non-profit 
hospital with 333 beds and an average of 602 full-time 
equivalent employees, This hospital implemented a group- 
type incentive plan to aid in the reduction of man-hours and 
supply costs and to increase the voluntary involvement of 
all perticipanes. 

The program implemented was similar to that of the 
Memorial Hospital previously discussed only based at the 
department level. A retirement savings plan had been 
implemented previous to this sub-system incentive progran, 
but had not proven to be effective in increasing motivation 


to work more efficiently. The incentive plan was originally 


ore Jehring, The Use of Subsystem imcentives in 
Hospitals: A Case Study of the Incentive Program at Baptist 
Hospital, Pensacola, Florida (Madison, Wisconsin: Center 
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ee in the Laundry department but was rapidly expanded 
to other departments as the initial success was noted. It 
is important to consider that this hospital was performing 
above the national standards before the incentive scheme was 
operationalized... (Thus, ateBaptdst Hospital Gt was nota 
matter of turning) an inetificientszoperation into, any efficient 
one, but rather improving even more on the performance of 


Geel 


an already efficient, organization, The factors used to 


develop the departmental incentive formulas were: 


1, man-hours worked, 
2.-gaectual, cost, of; supplies. consumed, 
So. Units produced: 


Based on these factors the following norms were established: 
legen COSte per Unitsof,activatys.produced: 
Ze pGLOSSeorenet profite onpgoperations 
3. Percentage relationship between the SeoRona l= 
Positive gains seem to have been accomplished in a 
few of the departments involved in the experiment, although 
the resultssare,based,onsshort. term, analysis, yj The,depart— 
ments of Laundry, Medical Records and Laboratory were the 


three mentioned in the repartee. The results of the study 
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are as Gollemsek: 

1. It is possible to design subsystem incentives 
Porthospitals which ‘will ‘result Pin increased prodwetivity, 

2. Using subsystem incentives it is possible to 
raise wages without raising costs, 

3. Subsystem incentives are easier to apply in some 
departments than in others, 

4, The nursing departments pose some special problems 
in applying subsystem incentive plans, 

5. Subsystem incentive programs tend to make 
hospital employees more receptive to methods improvements, 

64° Letiainoretdiiticulteand itakés sexperimentationeto 
design departmental formulas which will give comparable 
rewards for comparable performance to individuals in the 
different departments. As more experience is obtained in a 
variety of hospitals, this may be solved, 

7. The subsystem formulas should be designed to meet 
special needs of each hospital, 

8, Loo great a diiterence in productivity shares 
paid between departments can result in poor inter- 
departmental cooperation, 

Je) sbittle incentiveswill result frome a totaL 
systems incentive such as the Baptist Incentive Retirement 


Trust unless a definite program is instituted which makes 
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eLLeCtive uses@ot the®motivationall potentials in the plan. 

It would seem that the subsystem group incentives 
plan is also fraught with many problems. No attempt will be 
made to evaluate the formulation of standards or measurement 
of change utilized, although the same questions that were 
considered in regard to the Memorial Hospital study would 
aeelyecE It would be more meaningful to the reader if a 
follow-up over time were included to observe changes which 
may have ultimately resulted due to the program, This 
study ends with the comment that good management practices 
are imperative to incentive schemes and also avoids the 
problem of the allocation of control and supervision costs 


as conttollable in“ incentive formulation: 


Vs, THE GREATER NIAGARA GENERAL 
HOSPITAL, NIAGARA FALLS, ONTARIO 


The Greater Niagara General Hospital is a 410 bed 
community general hospital in Canada. This hospital 
developed an incentive scheme, similar in nature to that of 
the Baptist Hospital, based on a department or group-type 


plan. The results of this incentive program after one year's 


Tre comparison of one person's efforts in executing 
a speciiive itask with that: of another person's in executing a 
different’ task is like the futility of comparing apples 
with oranges, 
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9 
operation is now offered for consideration. 


The basic purposes of the departmental incentive 
scheme used in this hospital were cost reduction, quality 


improvements, and more effective general hospital depart- 


ments. Specific goals of achievement are as foitaqae 

1. To share the benefits of improved productivity 
with all employees who make it possible, 

2. To involve every employee to the fullest extent 
possible in the operation of the hospital, 

3. To encourage employees to think about how the 


hospital may be made more efficient, and how the quality of 
patient care may be continually improved, 

4. To contain costs to the maximum extent possible, 
while ensuring the maintenance of a high standard of patient 
care, 

5. To make the hospital a "thriving" and "dynamic" 
institution, rather than simply a "good, average" hospital. 

The basic principles of the incentive plans are 
similar to those of both the Memorial and Baptist Hospitals, 
consisting of, a fair base; reasonable reward to employees 
over controllable items; scaled reward based on productivity 


increase; and a fixed formula to be changed only by mutual 


2 theae results are taken from: The Greater Niagara 
General Hospital (GNGH), Productivity Incentive's Report: 
One Year's Results (February 8, 1971). 
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agreement. Three departments were included in the initial 
program, Radiology, Laundry, and the Operating Room. The 
results and problems which occurred are offered, based on 
the GNGH report. 

The Radiology department was the first participator 
in (the program initiated in the tall of 1969. The results 
seemed positive and the full time staff received a payment 
of $455.70 per employee for the calendar year 1970. This 
was made up of $344.89 salary savings and $110.81 supply 
savings. The problems experienced were: 

1. Staff involvement: The staff of the department 
involved must be fully knowledgeable of the program, 
Furthermore, they must be aware of the changes that are 
necessarily made during the course of the program, 

Ze SuvaliatLon anG tollow-—up:- “Inwany lncentuve 
program, continual evaluation is imperative. This follow- 
up time is very time consuming, but is essential if the 
program is to function effectively, 

SB.) Quality: Tniseais one of (the most. important 
aspects of the program. Quality must remain paramount. 
There, is dittele point in teducing dollar costs at the 
expense of quality. Experience has shown that quality will 
actually improve with productivity gain, 

Le roductivity, and the budget: Although the 
program is not based upon the departmental budget, this 


aspect cannot be ignored. In future, however, the budget 
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will, of course.) be, mone, closely tiled to, producti va ty 
experience, 

5. Complexity: This is probably the most important 
problem to be faced, The program is very complicated, with 
the wesult that it could be somewhat difficult, to under- 
stand, This occurs primarily because of the unit value 
ppp Oconee 

The second participant was the Laundry department 
which became involved in March, 1970. The results were 
also positive in terms of monetary payments to employees. 
The annual payout per employee was $421.96 based on salary 
savings as no supply savings were accomplished. The 
problems, were, Simptarn, to, those of the, Radiology department. 

The Operating Room became the third participant on 
October 12, 1970. The results and problems are not 
discussed because of the short time that this department was 
involved in the program. It is noted that "Morale in the 
department is high and there appears to be a conscientious 
effort being made toward greater MSL 


In general, in ali three departments an increase in 


productivity was noted but there was no total cost reduction 


ee pp. 9-10. Here again is the problem of 
comparing individual efforts (see footnote 61). 
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in terms of budget anaes iain AGVathie Spoin t “the 787s..F ; 


(Employee Savings Program) was introduced along with a 
DUSEEStELOnSs  Rrogvan, ihe VEIS re yeprogram as, a ttopaleiospital 
incéentiverprogram "similar to®that of the Memorial Hospital, 
but based on cash payments twice yearly as opposed to 
investing the sum in a trust fund. It was initiated along 
with the department ‘incentive rogram, “Wot¥in place of, 

The report ends on an enthusiastic note praising the idea of 
group plans and looking forward to greater results for the 
coming year. 

Following the general format of this section, one 
should comment on some of the problems which may occur in 
this incentive program over an extended period of time -- 
the underlying rationale based on the purpose of this 
apenae Fortunately, the 1972 Budget Report of the GNGH 
has done this task for eae 

"The three departmental programs in X-ray, 

baundry, and Operating Room continwed to 

eperate in “19/71; butte ta*planneéd to’ phase 


them out into the general overall plan 
effective Jantlary Hest - 19:72)" The experience 


Pera ayeln. Die kos. 


erie purpose of this®paper being the hypothesis that 
offering benefits without applying burdens for non- 
achievement may negate the use of incentives as feasible or 
positive organizational tools, 


68che Greater Niagara General Hospital, Fifth Annual 


Report to the Ontario Hospital Services Commission on "The 
1972 Budget," (November 19, 1971). 
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to-date this year has led us to have very real 
doubts about the operational effectiveness of 
departmental plans in contrast to the overall 
program, although, percentage gains in product- 
ivity -Fbased on *a untt-cCost formulas "can Soceur . 
We have reluctantly come to the conclusion that 
departmental plans are: 
- exceedingly complex to administer. 
=="Very time-consuming "to operate: 
- do not achieve dollar savings, in 
fact, they can cost money. 
- do not appear to have significant 
employee motivational value,'®9 


Ve SUMMATION 

Petia Sintéeresting to mote “that “the fFallure “of*the 
gFoup-type hospital plan’was ot "evaluated in”’terms "of why 
ip estailed, but ’what “it “had *not“accomplished #° “As “in previous 
works on incentive formulation this question seems to be 
avoided and new schemes adopted to supplement the old. The 
problem with this approach is that the same variables are 
considered over and over again with the same ultimate 
result of abandonment or at best a change in the original 
purpose of the plan. The GNGH also seems to be following 
this road as can be seen in their budget submission to 
continue and further develop the E.S.P. orca. 


Although diLiterent in mature, all three programs 


seem to have encountered similar difficulties. There was a 
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Lack of structural maleability which resuited inswWaree scate 
program isolation. The behavioral aspects of individual and 
group participation were ignored, leading to program 
disinterest’ and the technical problems of a fair, constant 
base and judgemental criteria of individual efforts (based 
on the unit value system) leading to behavioral dysfunctions, 
were not reconciled. In all three programs the physician 
was not included. Integration of these aspects is a 
necessity for any incentive plan to achieve maximum results. 
The common indicators of relative success within these 
programs appear to be superior management, ample control 
featwmres.,.and the perceived distance, of rewards, to» indivi- 


dual employee actions, 
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CHAPTER 5 


PHYSICIANS AND INCENTIVES FOR CONTROLLING 
THE COST OF HEALTH CARE 


B INTRODUCTION 

Professional staff in hospitals, namely physicians, 
influence or control expenditures in the practice of their 
profession. Formal accountability for expenditures “is 
difitecult to apply to the physician within the present 
reimbursement system as responsibility for the costs of 
health care are not related to the responsibility for advice 
and supply of that’ care, 

uee.*medical tradition"emphasizés giving the 

best care that is technically possible; the 

only legitimate and explicitly recognized 

constraint 16 the constraint of (the, arta, 
There is little attempt made to relate the benefits of the 
“best care" to the soa tente The physician has no need for a 
cost orientation as the existing reimbursement system does 
not provide any incentive for their consideration. The 


third party system has removed the patient's direct 


responsibility to pay and therefore the physician's consid- 


ery ic tot R, Fuchs (ed.), Essays in the Economics of 
Health and Medical Care (New York: National Bureau of 
Reonomiee Research; 1972). pr-60; 
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eration of payment in suggesting alternative means of 
treatment. When the physician orders various services for 
hts clrent? Cites > Leneth*ot*hospitalization® Lévelmat 
required» care, pathology; radiology -and*drigs)S*the order is 
made on the environmental characteristics of the facility 
and thePpetient s’condition tin®terms of Ftherphystcian’s 
ehotece ve =The* price! factormorsatibizationtrarely plays: a 
part"in his decision; 

Expenditures in the health care field without the 
use of cost-benefit, cost-effectiveness or even least-cost 
analysis are made routinely, This arises due to the 
ambiguity of measurement of health care benefits and the 
absence of reliable mechanisms which link utilization of 
facilttiestto their costs;© This chapter will’ dealtwith®two 
fundamental questions regarding the applicability of 
incentives for the purpose of making professional behavior 
in the service organization cost-sensitive: 

1. What incentives can be offered to further the 
interest*of*the®medical™profession’ in" the cost control®of 
utilization? 

2. What incentives can be implemented to encourage 
the use of para-professionals by medical practitioners? 

In order to fully explore these questions, a brief summary 
of some of the more common reimbursement systems will be 
noted. Elements which may be of value in considering 


changes in our system will be examined along with proposed 
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effects on the medical profession. The Kaiser-Permanente 
Health Plan payment method will then be examined. This plan 
has received international interest by those looking for 
incentive schemes to deal with medical care cost 

Seceloarlon® a Finally, structural changes in the reimburse- 
ment system to provide incentives for least-cost utilization 
of services will be offered for consideration. These 
suggestions alleviate problems noted in the previous 


examination of hospital incentive systems. 


iil ee TRADITIONAL REIMBURSEMENT SYSTEMS 
A, Fee for Service 


In Canada, physicians are mainly reimbursed on the 
fee for service basis. The fee for service structure is 
payment for each medical procedure. The payment is made by 
the third party (the provincial medical care insurance plan) 
dizectly to the physician. The patient usually pays the 
doctor nothings galthough-overbilling (practices for certain 
procedures are not uncommon between physician and patient. 
inpsOMmeaprovinces: Lhe physician, bills the patient edirecely 


andthe "third party pays the—-patient-rather-—than—the 


Lhe g Williams, Kaiser-Permanente Health Plan: Why It 
Works (Oakland: Kaiser Foundation, 1971). 
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piece Tania 

Bhegettect.of the physteian on «the total health care 
dellar is eenteeean ta. [nel Ak, Out of attotal expendi— 
Lure on gpensonaleahealth canesgin eCanada .of 45 5,.109).9.19.,.000',00 . 
physicians" services amounted .to,.$1,236,182 ,000.00.,,.This 
does snopsineclude -the hospitalovcosts nou the ,cost of drugs 
incurred by doctors in purchasing these services for their 
clients. Hospital expenditures for the same period were 
$9 yi 52, 0.0:45000,300 Jand drug costs. wene $422,494,000.00./° ne 
the jportion«ofsthese costs whichs-are,controlled by the 
physician were added to the fee for service payments, it is 
not unlikely that the proportion of the personal health care 
dollar spent, directly influenced by the physician, would 


account for the majority of total expenditures in the health 


Gabewehi kd. 


Br. Salary 


"Salary is a fixed amount of money scaled 
according to the rank of the job and paid 


erat: provincial differences in fee collections see: 
Health and Welfare Canada, “Annual Report “of the "Minister “of 
National Health and Welfare respecting operations of the 
Medtiear Gare ect “forthe tiscal year *ending March "3 LF ©1972; 


a hae a discussion of secondary demand for services 
created by the physician see: J.R. Griffeth, Quantitative 
Techniques *forelospitalerlanning end Control *(Torento?= DFG* 
Heath and Company, 1972). 


/6R eaten and Welfare Canada, Expenditures on Personal 
Deadiricarcmimmcaunada, LYGO=POq by "pp. "54 
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aceordingsto theetime thesdoctort gives. 

Patients usually pay the doctor nothing. Some 

arrangements allow the doctor to collect fees 

[som the-=third partyin addition to the 

salary given for basic care."// 

Sabaryeaoces (not accounturore®adlargetpropertionso& 
payment toethe*medicalaprofession in’)Canada, although the 
new emphasis on Community Clinics and Ambulatory Care is 
starting’to attract morertphysiciansvonvatsalary basise, In 
the general-acutethospital; iphysicians»on“salary “account for 
a very small percentage of total practising physicians. 
Medical personnel’ onvstaff account for 2,51Z% ‘of the total 

: 8 
labour force employed by general-acute heesirdvens These 
physicians are subject to most of the bureaucratic and 
budgetary controls as are other employees and are not to be 
considered in this paper as constituting the same problem 


within the framework of the general-acute hospital as do 


the fee for service practitioners. 


Ce Capitation 
Capitation Is ditierent than salary in ‘that at is 
based on a fixed annual payment for each person on a list of 
patients regularly assigned to a physician. The physician 


is responsible for the care and treatment of those patients 


Ss as Glaser, Paying the Doctor (baltimore: |The John 
Hoprains=! ress, 197005 ps 25. 


Leen and Welfare Canada, Hospital Insurance and 
Diagnostic Services (Annual Report, 1971-72). 
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assigned to him and receives payment whether or not he sees 
the iandividualepatientss If fanwindividual spatient thas many 
medical problems the total fee still remains the same. 
Third party payment is most usual and the patient does not 
Peay sthespractitioner oncascdirect basis, 

Capitation in its standard form allows for greater 
continuity of care between doctor and patient, but does not 
provide for incentives to increase workload or provide a 
better quality of care. General practitioners are more 
prone to transferring patients to the care of specialises adn 
the event of medical problems which are time consuming or 
involve increased effort. This reinforces the differences 
in task orientation between specialist and general physician 
by removing monetary incentives to promote the use of 
different or new procedures. This system has worked best 
where the gap (both in work and status) between the 
specialist who works out of a hospital, and the general 
practitioner based in private practice, is great; “and where 
the general practitioner does not seek to become a 
eee el ataetaa Capitation tends to conservative orientation 
and doeseneth. inestandard?formy offers incentivessgto move 


from a treatment to a preventive outlook. 


on Germany, this phenomenon resulted in a push to 
abandon the capitation method and in England it resulted in 
revisions resembling payments to specialists. 
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Dee Case Payments 
Case payments are relatively rare and are fixed sum 
payments per patient treated. The payments are not itemized 
by procedure “and totalled asin tee for service, nor are 
payments made on the basis of a list whether the patient is 
seen or not. Where this system is used it is in conjunction 


with the third party, service benefits methods. 


ie Summation 
These reimbursement systems do not, in their 

traditional forms, attempt to match physician spending to 
the cost. ot Nheepital operations. | In other words ,=there (is 
no physician accountability for cost generation within the 
hospital. The fee for service and case methods tend to 
encourage over-utilization of facilities, while the salary 
and capitation methods do not contain any mechanisms for 


itileder ae OnmeClOn ti Osle. 


BES KAISER-PERMANENTE HEALTH PLAN 


"The Kaiser Foundation Medical Care Program, as 
ttato Called if LtUs totality, represen ts ‘an 
amaleam of professional, industrial, social, and 
economic methods of solving the problems of 
providing primary and specialized medical and 
NWesoittal Services Of approved quality “at 80 
reasonable costs to Large masses of people," 


The organization of Kaiser-Permanente (K/P) may be visual- 
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ized as a triangle with the physicians, consumers and 


hospitals at the three points and encompassing the health 


Se 8 


Members 


K/P 
Health 


Medical groups Plan Hospitals 


The members' dues pay the expenses for the hospitals and the 
medical practitioners with surplus revenue (tax exempt) 
divided equally between the medical group and the expansion 
of facilities. The plan is completely self-supporting with 
no governmental subsidies or other financial aid. 

Once the plan is established and the initial partners 
emetrenched an their particular srecilon om clinge within, a 
region, the employment pattern of the physician is as 
follows. He is first hired as a salaried physician subject 
to review and increments for 1 to 3 years of practice. 

ALEOr Rtn sSsprobactonary period. 1f) found vacceprable she is 
elected to a@ partnership. At this point he is’ placed on a 
monthly drew and Shares (in annual profits, The practitioner 
has Mo Overhead costs (e.e., billing) to contend with and 

is guaranteed his income along with financial security and 
disability or retirement income, 


Annual profits depend on utilization and cost 
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performance ofetacilitiess |\eihetpractitionerabenefits 
directly irom theirseificient uses «The practitionervalseo 
benefits from the use of para-professionals in utilization 
of Voutspatienteservicesthandled “inewhole lorepartuby tnurses, 
atdes; technicians ,iphysicalttherapistssgeoptometrists, orf 
others, including history-taking, simple examinations, 
injections, laboratory tests, x-rays, electrocardiograms, 
F : wee 
physical therapy, eye refractions or other procedures, 

The Kaiser system has run into problems since the 
advent of Medicare and Medicaid in the United States. As 
one Kaiser physician states: 

"Since Medicare and Medicaid, physicians' 

incomes have risen sharply. I believe that 

we have failed to keep up. The bulk of our 

income is derived from the monthly dues of 

our health plan members and can only be 

increased by raising dues rates,'"83 
This adds more credence to the fact that fee for service in 
conjunction with an insurance scheme which divorces 
besponsibwlity for costs from receipt of income, results in 
qusoclally and economically undesirable situation in 
dtstribution of the health care dollar, Lhis may be a 


problem for the Kaiser system in the American Medical 


marketplace but is a great advantage in considering a 


eles Weiner, "Organization and Responsibilities," in A. 
Somers (ed.), The Kaiser-Permanente Medical Care Program: A 
Symposium (New York: The Commonwealth Fund, 1971), p. 105. 
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Kaiser-type system for implementation in Canada, where the 
profit motive does not exist. The physician in the Kaiser 
system is directly affected by cost considerations and is 
obviously Wreticent tol considervadding additional costs to 
the clientys Lhis incentive’ to providerservicesatua 
"reasonable" cost is what is needed in considering the 
implementation of any health care plan. 

Some of the major economies in the Kaiser system are 
as eeaono en 
la) Theskey sto effictency appears to beainithe 
integration” and coordination of hospital ,emedical and other 
health care costs into a single community-wide accounting 

system with definite control features, 

2. The elimination of unnecessary health care, 
panticularhy hospitalization; (through sdirect (controks: 

3. Kaiser hospital admissions and days of hospitali- 
zation is substantially lower than state and national rates 
due itomthetpeout—-patientvotlentatitnagelbeir (vatiogot hout- 
pabiLentletouin=patientsin yl969 ewas 45 tioelpiwhile ethe 
fabhbovakenatve for the Same period was 4.3 to 1. 

In astmy De agSidmey iGaniield, (the Goundinegsurgeon of 
the Medical group stated that the economic principles of the 


Kaiser organization reverses the usual economics of medicine: 


oo these have been summarized from both Williams, op. 
Shean tard Boomers sop» clu. 
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Bhetdoctors are better off Lf our subscribers stay well and 


our hospitals wbetrervofraLritthei rtbeds + aret®enp ty < 


IV. SOME GOTHER UTLIEEZATLIONUCONIROLS 

There are many theories on how to control utilization 
of health care facilities "but! fewtof these theories, *when 
Pputlinte practice, have made real change in utilization 
patterns wi bh eregandetoreithar ebacilities#®ortst ahi 798i teaod 
example of this is the stress put on Utilization Review 
Gommrerces wi tinsterms of “the utilization tolthospieal 
haci litres elthe terux of the entire program is an active, 
properly siunctionine, “stati=accepted utilization Coumieccan 
The problem here is obvious. How can the medical staff 
promote any measures which would conflict with their 
professional ortentationts Theineresponsibibity «is ypatient— 
centered, not cost-centered, as they are not affected by the 
ese ts sO fpunchdasin s medical care for their patients and are 
paid on ja fee sLorvuserviice ibasis.. "Consequently , ‘they sare 
involved in the adversary process of maximizing available 
resources, 

The Canadian Council on Hospital Accreditation 


recommends an assessment or utilization committee meet 


Di, J,E. MeClenahan, “Applying the Results of Utiili— 
zation Measurement," in Utilization of Hospital and Physician 
Services. Proceedings of the First Conference on Utilization 
in-Chieagos= Maren 2=3 57-1962 7(Chicago: American Hospital 
Association, £963), ps. 205 


bos Liav yase aveditcedue two ii to dsised ots 
/g2qas ete shad sted? 1% io mwaised ctnsigeod 200 : 

> YHA 

@10ATHOD VOLTASTADTY ABHTO SHOR. 91;VE 

nofsmshittyu foraces of wor po tealtoed2. taem ats arsfd ip | : 
ped ~peltesds sestd Yoowsl md setabinset e187 dtteed Fo Pi 
gotiaxtiten al sgabro Sas? obsm sver poo ltouig odmt deg 7 
boog A .tissa ro satabibis2 reiabe of baegst Ay bw ecrsaieq 


Wotveh goruecilioU ae 4uq evesza ada et 21) Yo afgmaxs 


Le 


fastqecn jo RALIABET IY sat to extras al , #9933 tamed 

~Svigos 96 ef werg07q Sitios sid Go “zuto suls" estatti toni 7 

oBn epasiunoD nobtentiiiu beaqeaoos-binge ,geinotisan? ylisqoexrg 

t%ei@ [eokhem sd? aso woH ,avotvde ab ersi seidorg sit 
thadid‘daiw golilinos hivew dalidiw natv0eRnen ye (ieee am 
-goetieq ef yatititeneqess siedT ‘Snokjsyoetrto isnotesetorg 
aaa ¢d-bs39002%5 ton ets yess a8 ,baistrs2-Je00 Fon wears 

ome bos ednsizeg xrsdi 10) sxa0 [aotbew gutesdyweg to e4a00 7 

S26 gaia ,.vlsnsupsenod .alasd sotvase vot 962) & ao bis 


sideitevs goisimixom Jo sassoxq yrRerTsybs ad ab haviowat 


- 


noigsaibarosa tapiaeou no see ai 
.) dnee sotaineos, n5tzeatiian x0 tiswesgesa ns 
+ 


61 


monthly fro 


Pee ereview the present tstatus of ‘thes patientwein?’ tne 
hospital. 
2. determine that each patient properly belongs 


within’ the whospital. 

She recommend a more appropriate disposition of the 
patient. 

Ay assess new applicants for admission to hospital. 

Ie weport, regu larlyyeat; least quarterly, tothe 
medical staff and the governing body through the medical 
advisory ponmuseeens® 

thes same problem of wphysician control of “utilization 
without cost responsibility applies to the above. Perhaps 
the gross mismanagement of utilization procedures by a 
specific individual may be noticed and curtailed by such a 
committee but general utilization patterns cannot be expected 
to change through this medium. The Task Force Report and the 
Hunt Commission both pursue the same course, The Task Force 
Report recommends ",.. that standards be developed for the 
dutratLlon Of Nosplbalezatloneelor a series 02 (comditedons..5. 


Without the development of such norms, hospital administration 


is severely handicapped in its. effort to, ensure rational 


Oey cqneyileueye Council on Hospital Accreditation, Hospital 
Aecredttattonscuide Compendium (Toronto, 1967)>5 p.5 141. 
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genuinely effective use of in-patients' fxcdna taeeeun The 


Hunt Commission purports a more efficient use of hospital 
facilities through admission and discharge committees and 
that the Manitoba Health Services Commission "should 
establish guidelines with regard to acceptable length of 
hospital stay in each disease category and delegate 
responsibility for maintaining these standards to the 
Hospices eo 

The difficulty and the cost factors in establishing 
standards and acceptable boundaries of disease categories 
are usually underestimated, but, accepting the proposition 
that this can be accomplished in a meaningful way, the same 
problem of the ultimate responsibility for any real change 
being that of the medical profession, operating under our 
present system, does not, in the author's opinion, give rise 
89 


to much hope for concrete action. 


Various systems have been developed in different 


87 Department of National Health and Welfare, Task Force 
Reports on the Costs of Healthsservices in Canada, Vod2 
COttawas l(Oueen's Printer for, Canada, 51970), pow, to—-2h. 


Oe Ra pote of the’ CommissiontofcInquitysinto Hospital 


Admissions, John M. Hunt, Chairman (Winnipeg: Queen's 
Prin tervaMarcch) 19/71) 4rpp. 237-36" 


ao some of the technical problems in operational- 
izing standards and measurement criteria see: L. Nestman, 
A Feasibility Study into the Development of Physician 
Controllable Cost System by Diagnosis by Patient (University 
COfeAlberta Hoseital, 197.2): 
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hospitals based on the same mechanisms of utilization 
epctee, e They all suffer from the same basic fault of 
avoiding the problem of the physician who "must be made to 


have some fiscal responsibility in making resource 


allocation fee ediones There are many other methods which 


have been tried in order to slow the escalation of the costs 
of health care services, some more successful than others. 
These are important and valuable areas of consideration but 
skirt the main problem of physician responsibility for 
utilization of services. Under our present system, the 
basis for incentives is just not available be it profit of 
income tied motives, 


"Possibly one of the greatest deterrents to 
a venturesome, dynamic, participation of 
industry is the continuing notion of the 
LitegcLieimacy of@eherproliLtimotive sin 
connection with the furnishing of goods and 
services in the business of health. This 
notion may in time prove to have constituted 
aegreatrtragedy ior the spatientgsyfor it*has 
considerably limited the extent to which 


e hosam ee of various utilization systems are: 
C1eUthS) THospital sUtdili2ationsProjecttin Patiebewis, YUthe 
Hospital Utilization Project in Pennsylvania," Medical Care 
Si (Jaly—-Aucust,)\ 1970) s:eMauissystemiing E.G. QsyVantilbure, 
"How One Hospital Increased the Effectiveness of its Bed and 
ServicewUtilization, Canadian Hospital 48, (Kebruary, 1971); 
(MORU) Management Operations Research Unit in J.S. Fair, "A 
Concrete Approach to More Effective Bed Utilization," 
Hospital Administration in Canada 12 (July, 1970). 


aaoh Somers, Hospital Regulation: The Dilemma of 
Publie Policy (Princeton: UPrinceton)University ,» 1969)4ap. 
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important national resources have been applied 
to the problems of health,"?2 


Vez CRITERIA FOR MEDICAL REIMBURSEMENT 

Based on the above sections the following criteria 
are offered for consideration in invoking changes in the 
reimbursement system. The main criterion is that of 
Inewrine direct “responsibility and accountability for tthe 
cost of services utilization by the professional sector who 
influence the level, distribution and rate of increase of 
these costs, It is only in this way that incentives may be 
formulated so that the medical profession may benefit from 
the efficient and effective use of patient care facilities. 

Acceptance by the medical profession of the fairness 
and legitimacy of a proposed reimbursement scheme is 
necessary in order to promote the attitude of cooperation 
and concern for the costs of patient care, This may be 
accomplished by the use of incentives depending on the 
method of reimbursement chosen, 

Under a new reimbursement scheme it is necessary to 
provide that the physician would receive no less (in terms 
of "net" benefits) than he received before the implementation 


of a new plan. This is not to tsay that income. couka not be 


eis Devey, "A Model of an Organizational Structure 
for Health Service." Paper presented at the State University 
of New, York.) Stomy Brook, December 12, 19638, pp. 9 (mimeo), 
im, Somers; Lptd.,. ps Sis 
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used as a trade-off against retirement or disability 
insurance, or that any other alternative forms of benefits 
could be substituted for a physicians "net" income. 

The acceptance’ of cost responsibility "by the cost 
generators (the medical profession) also implies responsi- 
bility for decision-making in those areas of service which 
fall under this classification, “Lf the=physicfian” is to be 
held* responsible for related generated costs then it follows 
that he should be responsible for related decisions of 
expansion or deletion of services and facilities in this 
area, 

A reimbursement system should also provide incentives 
for the physician to work in group as opposed to private 
practice. In this way economies of scale and efficiency of 
operations would be fostered by peer participation. 
Communication would more likely than not lead to a higher 
quality of medical care through the availability of 
specialists and the employment of para-medics for time 
consuming and routine procedures where a physicians' skill 
is not required. This labour-labour substitution would 
benefit (a) the physician by freeing him to utilize his 
training, (b) the para-medic by offering job opportunity, 
and (ce) tie patient. by Clhfering Services an a more 


efficient (least-cost) manner. 
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AEE SUGGESTIONS TOWARD A TOTAL HEALTH CARE SYSTEM 
A. Hospital System 

in trying "to suggest ™the direction which ast otal 
health care system should take, prime concerns are the 
necessity of built-in incentives to foster efficient and 
ettective Wwse of existing facilities, and the provision of 
the highest quality of patient care given the allocation of 
limited resources. New incentives, both financial and 
others, are constantly being considered in the fight to 
obtain maximum return in health for each dollar spent. The 
present reimbursement system to physicians and to hospitals 
does not have built-in incentives to reduce costs in any 
meaningful way. The fee for service for physicians and the 
present reimbursement methods serve as a hospital budget 
mechanism for disincentives in many respects, encouraging 
quantity increases in utilization regardless of quality or 
effectiveness. The method of reimbursement for both health 
care facilities and physicians which seems to provide 
mechanisms for positive incentive utilization is that of 
capitation. 

"Per capita reimbursement is designed to 

eliminate these reimbursement disincentives. 

The capitation reimbursement method would 

notework against? most) ofs the activities that 

hospitals might undertake in order to 

increase their effectiveness, and many 


activities thatewou ld. result in’ Lossy of 
income under unit-of-service reimbursement 
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would result in welcome reduction of expenses 

under capitation."93 
Depending on the specific capitation-reimbursement plan to 
be evolved, there should be no interference with the 
patients freedom of choice of physician or hospital and no 
financial risk to the hospital because of the implementation 
of ethe plan. At worst, the hospital would retain the 
status-quo but this plan would result in incentive formul- 
ation to improve efficiency and effectiveness, A capitation- 
reimbursement scheme may be constructed for either/or health 
care facilities and the medical practitioner. The following 
mechanics and possible effects of a hospital plan are 
adopted and modified from R.M. Sigmond's article "Capitation 
as a Method of Reimbursement to Hospitals in a Multihospital 
ed 

Under our system of health service registration the 
simplest way to provide a base for per capita payments is to 
assign the registrants or beneficiaries of service to the 
hospital which services that surrounding community. Another 


way is to allow the beneficiaries of service to choose the 


ee alt Sigmond, "Capitation as a Method of Reimburse- 
ment to Hospitals in a Multihospital Area,” in U.S. 
Department of Health, Education, and Welfare, Reimbursement 
Incentives for Hospital and Medical Care: Objectives and 
Alternatives (Washington: Government Printing Office, 1968), 
Research Report Nowee26t,e pier49.. 
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hospital (by questionnaire) which they would prefer and 
assign the registrations toi thateshospital. ,Edther ways it 
would; be made clear: thatethe patienti still, has! the choice to 
uses the! hospitalsof his preference.» Then hospitals would 
retain thesfile ofj/its beneficiaries which would) be updated 
annually and changed as an individual requested. 

The hospital would receive a monthly payment based on 
the number of beneficiaries on file, whether treated or not. 
The per capita sum is the same for all hospitals and is 
based, ont actual’ costs: incurred by the! hospitals, in. providing 
area Therefore, there is no need for a claim submission 
bya hospital) for one of tits own service: tecipients,« When a 
non-beneficiary of a hospital uses the services the billing 
is sent to the intermediary (the Hospital Commission) and 
receives payment which is deducted from the hospital at 
which the patient is registered. Statistical reports and 
costs of service are submitted on a regular basis for budget 
review. If a hospital has received more funds (has made a 
gain) then only half that gain (or other mutually agreed 
upon sum for all hospitals) would be returned to the 
Commission. Therefore, having nothing to lose and everything 


totwadnl by efficiency: of services, the, eff octiweness! of: a 


Oey eic ad purpose hospitals would be handled differ- 
ently with pre-determined adjustments made to account for 
services rendered. The intent here is to give the same 
per capita payment to general-acute hospitals to achieve 
equitable treatment across regions. 
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hospital should also tend to increase by offering more 
needed programs and effective services to attract physician 
referrals and public acceptance of the hospital as an 
identifLicaviontbases j4Thisiwouldshinsturn gfinerease tits per 
Capital payments: silixva hospital does snot) cover<its rcosts ; 
this may be adjusted by means of a global budget review. 
Spill-overs of this system would have an influence in 
many other areas. Economic incentives for shorter lengths 
of stay, ambulatory care, home care and transfer to extend- 
ed care facilities are all economically feasible under this 
method of reimbursement as are programs to reduce unneces- 
Sary utilization of “services and to convert “in-patient 
Perey i 96 
facilities to house more needed services. 
"Tf the more expensive of equally effective 
alternatives is selected, it is clearly a 
waste of the institution's funds. Any 
expenditure of hospital funds that does not 
contribute to the health or satisfaction of 
the patients is also clearly a waste of the 
institution's funds."97 
Coordination among hospitals may also be increased by 
the method of capitation. Hospitals with costly and highly 
specialized equipment will want to capitalize on utilization 


and will seek arrangements with other hospitals for 


referrals. The smaller hospitals without this sophisticated 


MOT he implies "the necessity of federal-provinciel 
cost-sharing agreements for these programs. 
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equipment witl@be twilline*tomretfer tits "clientele @to the 
larger Wospital at less®cost!ethus avotdinetduplicadtion of 
services. The large hospital would become a referral 
hospital for other hospitals which would gravitate to a 
community hospital orientation. Hospital-patient relation- 
ships under this system would be much closer and programs, 
both preventive and treatment, would be directed at specific 
population groups. This would make program evaluation a 
more feasible vehicle and identification, assessment and 
consideration of alternatives could be undertaken in 
approaching delivery and provision of health care. This 
brief discussion should be sufficient to provide some 
insight into the possible benefits of a capitation system of 


hospital reimbursement. 


ve Medical System 

A capitation reimbursement plan for the medical 
profession is a difficult but ultimately beneficial system 
to contemplate. Regardless of the incentives offered for 
efficient and effective utilization of services, the fee 
for service basis of payment provides disincentives which 
counteract major possible gains. A modified capitation 
scheme which would tie the physician to the generated costs 
of service utilization would contain the incentive necessary 
to“scontrol these costs. 

“The seconomie "rationale fLorSthis approach is 


the following: In a non-medical market, the 
consumer, in making purchases, is cognizant 
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feel 


Of thetalternatives and of their *cos ts and 


benefits. Thus he spends his money in such 
a way as to maximize his satisfaction for any 
given expenditure. For the medical care 


market, however, a great deal of technical 
knowledge is required in providing the care 
for a given diagnosis and even in ascertaining 
the correct diagnosis, The patient therefore 
selects a physician who knows his needs as a 
patient and his resources and who can then 
choose the inputs such as hospital care and 
his own care, that are necessary in providing 
nedicalscare for the spatients (The physician 
is, anadogous to a fizm combining the inpwts 
forsproducing a Binal *product «-— sinwthis cease, 
medical care,"98 


The financial incentive to the medical profession 
would be based on the criteria discussed previously in this 
chapter. Given the basic mechanics as similar to those 
suggested in the method of capitation for the hospital in 
the previous jsection, a closer look at incentives which may 
result is offered. 

The capitation payment to the physician would be 
basedmonffotal  mediealscare costs storthetisubscribexrs wmihis 
amount would be made up of the total expenditures by the 
government on both medical and hospital services less the 
amount allocated to the hospitals. Given a hospital 


district, region or other predetermined geographic area, 


BS Feldstein, “A Proposal for Capitation Reim- 
bursement to Medical Groups for Lotal Medical ™Care,” in Uys. 
Department of Health, Education, and Welfare, Reimbursement 
Incentives for Hospital and Medical Care: Objectives and 
Alternatives (Washington: Government Printing Office, 
U968)PReseatch Report No. 26, p. 63. 
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the total payment to the hospital plus the payment to the 
medical profession would be the fund allocation base. If 
the hospital underspent its allocation, the surplus would 
be divided between the medical staff in the form of bonuses, 
and the hospital in the form of funds for improving services 
or Bacilities, This implies the distribution of funds by 
the medical association, regional medical body, or existing 
medical staff within a hospital, based on medical criteria 
and standardized for the provinces.” Three examples are 
offered for clarification of the systems' operations, 

These examples are based on a total budget (per capita 


payment) of $100,700. The medical stafits share (per) capita 


payment base) is $50.00. 


Example #1; Hospital spends $50.00 -- medical staff 
receives $50.00. 

Explanation: The medical staff has received its per capita 
guarantee and the hospital has used its funds 


to supply services and maintain equipment, 


Example #2: Hospital spends $60.00 -- medical staff 
receives $50.00. 
Explanation: Theoretically, the medical staff should only 


have received $40.00 to balance the total 


ee whatever level this system was introduced, be it 
provineial or regional, this implies specific physician 
responsibility and accountability for overall health care 
expenditures, 
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Explanation: 
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budget. But, because of the per capita 
payment guarantee they receive the full $50.00. 
This. leaves theshospital Little choice: but to 
become moresetiiicient very i quickiy. mini tact, 
the government may force the hospital and 
medical staff to operate on $90.00 the follow- 
ing year and advise the medical staff that 
their guarantee has dropped to $45.00 until 
the loss is recovered; or the hospital may be 
forced to botrow or cut back, on programs, 

This in turn may lead to loss of medical 
support and eventually (if the hospital and 
medical staff do not work together to improve 
the situation) loss of public support im the 
form of changing theirn ddentitications pase. 
This would result in a lower per capita 
payment and eventually the phasing out of the 


hospital. 


Hospital spends $40.00 -- medical staff 
recervesas 50/200 sip bus su ti lizatlonmbonwe ts 5:00. 
Total funds received, $55.00. 

By efficient utilization and proper program 
planning the hospital has made a profit. The 
medical staff receives a portion of the money 
and the hospital receives the balance, With 


this extra money the hospital may expand 
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services or improve existing programs thereby 
being able to attract more people for 
registration and increasing *the total” per 
capita payment. This should be an ongoing 
incentive to supply both efficient and effect- 


ive "services to the *public at "large. 


tt uw 


The physician then stands to increase his "net 
benefits in two ways, by lowering the utilization of costs 
in the hospital so that the portion of revenue to the 
medical profession is higher, and by lowering the hospital 
costs (at the hospital he is associated with) in order to 
Sateen the. lprotdt of ecriiter1 ent. nospLial util taationg 
The profit-sharing formula is to be mutually agreed upon by 
all hospitals and practitioners, and then standardized for 
the province. Inherent in this capitation reimbursement 
sysitem 16 a move to facilitate, efficient (use of facilities, 
Duplication of facilities would be avoided and least-cost 
policies for equipment and for hospital expenditures could be 
planned on a regional demand basis. Hospitals would be 
chosen by physicians on the criteria of efficiency and 
effectiveness in providing services for his patient. 

"The physician is the most knowledgeable 

consumer in the market, and he would be 

able to select the hospital with the 


necessary level of quality and available 
services at the lowest possible cost, "100 
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The increased use of para-medical personnel and an 
increase in the supply of physician services are also 
expected as noted in the Kaiser system discussed previously. 
EPeeventivegeareris still (another ispili<everseftect vot a 
capitation reimbursement plan for the medical profession. 
The use of multiphasic screening and computers for record 
maintenance become more feasible in hospitals and large 
medical groups and ongoing quality review of peers and 
accreditation a necessity to retain acceptance and clientele, 
The client still has the choice of physician and hospital. 

A more thorough examination of the concept of a capitation 
reimbursement plan for both medical and hospital systems may 
indicate an acceptable compromise between controlling the 
escalation of health care costs and the needs of the medical 
profession. 

Inwany examination of capitatiomtsystems, the (Waisier— 
Permanente system should be considered as a high priority. 
Aspects of this system seem particularly compatible with our 
present medical care system and Kaiser experiences may prove 
to be invaluable in considering various alternatives, For 
instance, if the Alberta Hospital Commission and the Alberta 
Health Care Insurance Commission were amalgamated, there 
would be less duplication of tasks, lower administrative 
eosts and an organizational structure not dissimilar to ’that 


ofethe Kaiser splans. 
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VL Le SUMMATION 

The review of the various reimbursement systems, 
utilization controls, the Kaiser-Permanente Health Plan and 
the subsequent criteria for medical reimbursement was 
undertaken in order to include the professional sector in 
the search for incentives to foster efficient and effective 
health care services. The question of incentives is not 
just a theoretical issue but must be dealt with in practical 
terms, The preceding examination of the Kaiser-Permanente 
system has shown that incentive programs to control 
uctiization, and therefore, costs, can, be, and has been, 
successfully implemented. It is not practical to consider 
incentive projects which do not allow the major comptrollers 
of costs, the physicians, to participate and benefit from 
the implementation of incentives. For this reason the above 
suggestions regarding a total health care system contains a 
shift in the reimbursement system to a modified capitation 
system which has proven to be successful. The above 
proposal takes in the problems previously delineated and 
accounts for the difficulties associated with behavioral 
motivations and structural rigidities (such as impersonality 
and participant accountability). The per capita base is 
fair and calculated on actual expenditures thereby avoiding 
arbitrary and decreasing standards. The changes suggested 
are not radical and great care has been taken to devise a 


system which would initially encompass existing systems 
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(e.g., medical staff organizations), minimizing anticipated 
resistance by upholders of the status quo. The following 
chapter presents an application of the incentive criteria 


developed in this thesis to a topical health carey plan. 


gniwotie? sf -oulp euseie nity edatitedge a 93: Tt tasy 
| ‘aa | 
‘aman a gee iz 


CHAPTER 6 


INCENTIVES AND THE HASTINGS REPORT 


i INTRODUCTION 

The preceding examination of incentives, motivational 
behavior from a bureaucratic and professional standpoint, 
and the review of selected hospital incentive programs may 
be summarized as follows: 

1. The implementation of incentive programs within 
a health care organization depend on, and are influenced by, 
the level of bureaucratization, This implies that structural 
manipulation of bureaucratic characteristics is an essential 
parameter in altering worker behavior, 

2. The relative success of incentive programs 
depends upon the degree that organizational participants 
accept accountability for both the benefits and burdens (in 
the form of incentives-disincentives) accruing out of their 
respective actions in executing organizational tasks, 

3, The participation in incentive plans depends son 
the immediacy of personal rewards or penalties to the 
worker's behavior arising out of task execution. 

4. Qualified management personnel is vital to the 
successful execution of incentive programs. 

For the purpose of this chapter, the foregoing serve 


as criterion variables to the analysis of The Community 
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Health Centre in Canada (The Hastings Report). A fundamental 
belief of the author is that these criteria are critical to 
the formulation and implementation of programs in the health 
care field, and that avoidance of their consideration may 
result in less than optimal success. The focus of this 
analysis is on examining the possible effects of each 
specitie™®eriterion and on applying them™to" a project 

proposal receiving serious attention as to implementation. 

It is hoped that this exercise may serve as a guide to the 
avoidance of future problems and as an aid to more effective 


implementation of incentive programs. 


Nia ee THE HASTINGS REPORT 

This report was undertaken due to growing govern- 
mental concern about the acceleration of health care costs 
and the belief that alternatives to in-patient care must be 
considered, The focus is on community health centres as 
PHelEtretistep *towdtdtatreorganization»of* the fotale*nheatlecn 
services system. 

The -impliteations’ of community health” centres as 
proposed by the committee cover a broad spectrum, some of 
which are not directly relevant to the focus of this study. 
Only those aspects which are considered of direct consequence 
will be noted. The report summary and recommendations 


pertaining to the health centre are contained in Appendix 
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LOL : ; 
Ts The second)major section, of. this. report, dealsawith 


the health services system and is an extension of the 
community health centre. on, a macro level,, It,is not 
considered to directly pertain to the objectavesiof sthis 


study but the summary and subsequent recommendations are 


contained in Appendix ie OS 


The definition of a community health centre is given 


as: 

“pig O,tacltiity or intimately linkedrerocupyo. 
facilities, enabling individuals and families 
to obtain initial and continuing health care 
of high quality. Such care must be provided 
in an acceptable manner through a team of 
health professionals and other personnel 
working in an accessible and well-managed 
setting. The community health centre must 
form a part of a responsive and accountable 
health services system. In turn, the health 
services must be closely and effectively 
co-ordinated with the social and related 
services to help individuals, families, and 
communities deal with the many-sided problems 
ef living."193 


The emphasis of the centres are on high quality, initial and 
continuing care regarding individual and family health care 
needs. The areas to be covered are health promotion and 
prevention, diagnosis and treatment, and rehabilitation. 


This may be accomplished through counselling, education, 
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planning and specific programs along with reception and 
reterralsidiagnosis® anditreatments \and™supervistony © 1t is) a 
combination of social services, health care professionals, 
para-professionals and others, 

"In short, the community health centre can 

eniy be .eriective Lf devise. a mutually 

acceptable partnership of the members of the 

community and the members of the health care 

team, "10 

The team approach is offered as the key element 
whereby the use of professional time and skills may be 
apportioned in a least-cost manner through labour-labour 
substitution. Dental service units, social work units and 
the standard medical specialties are included in this team 
approach as the size of the centre and the need for services 
are realized, An uppér limit in size’ for a centre is offered 
as twelve general practitioners or a total of twenty 
physicians including specialists. Services offered by the 
centre would depend on the need in a specific area and may 
encompass societal diseases now handled by other agencies, 

"tn allecases $"an efficient communication and 

records exchange system within the health, 9. 

services system in an area is essential," 


The need for efficient management in terms of professional 


administration is noted. The use of in-service beds (other 


een emay, ©24 


7 ; 
Bae wmotiqesss One gnotc ene tga d 
6 6% 3T lo6tabersqua SHS . tren tos% 


 ,avsdie eas BMbnete neti BIE 


who @yaires difaed yatnugmon Bia g2xoda PS i 
¢iisudume b a! 12 Jb sehoped28 od “ao 

say %© arndeam ody to q*te7vens tad sidaaqssos: 
sto Asfaah oda Yo sredmem end’ bas bt teat 
ONE" Gees 


", 

’ ry 
Ane 

scomstovye/ adv oe bevstio ef doworqgs meso siT a i 

sd yim #litlsa Len og29 Lenobebstowe 16 sev sag oe 

‘wo dB l= gwots! dp vos td THe 1805~7eanl sw ml peaotsoqge 

bans wtiny Stow fatooe ,eaito sulviee bi Jasd .notauattedue 

Hhay e242 go) bsthulont o+6 esidtiuinecs Isa lbse cides add ’ 

ven i@%ee 1? beon std bos soonss Sa7 70 wele sda ae Pepe he, 

be 2elto 2d sd#7eso s 16) Sahe nt 2tekl teggy 2A (| begklees an 

V3feW) 75 |etby # 40 *2ugetgbicarg Letsnag ov I ew ea. 

SU} Yo bSeat6 azavoivas2? .a¢etintosege gnbbulsal — x 

vie Won Keath oF 229qu = 44 Neon otto! de bieqab bivew 

~SeiuneRns zodao vid bor besa vod t@aGe0eth Pasetooe een qn a > 

wom oobitscbncwos Sagiatide Ne , Bedh4 fte ar’ ~ < 

gh derhal ilisiv gstaye, sf xe #6109 a2 

$a68 81 £075 he ot meseye yore 


ihe Qo wits ob ree nee tot t 
lebed godvas2-nt zo sou. AT ‘basen as a a] 


’ 


82 


than holding beds for transfer of patients to hospitals) is 
discouraged as competing with hospitals. Then as a partial 
contradiction, programs which promote an integration of 
health and health related services, including minor surgery 
and use of in-service facilities are applauded as a possible 
Tomgiiruni goial »rrEhiia), dnmieifect» 16 «duplicating, in-hospital 
services already being utilized. 

The reasons for the community health centre, as 
siGatedthy tthi screpory ,| vare ceconomic,isiocl ais. tpolititical wand 
organizational. The economic reasons revolve around reduc- 
ing hospital in-patient use and ultimately the reduction of 
hospital beds. By implementing a different organizational 
structure it is felt that productivity and effectiveness 
will be increased. The rationale offered shows: 

1. In organized and supervised settings, a team of 
various types of personnel, each member of which carries out 
specific functions, definitely increases the efficiency and 
pnoductivisty sof the physiciam; ydentistj)eand othen yprolession— 
al personnel as compared to situations of solo and largely 
unsupported forms of practice. 

2. It is also definitely possible, to,.substitute less 
highly trained professional and technological personnel for 
more skilled personnel in organized and supervised settings, 
without any danger to publicgsafety or deminution in quality 
of health care. This is also true in situations where only 


limited supervision is possible, such as the north, 
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provided back-up and referral services are reasonably 
avedlabile.ce? 

Other economies mentioned are applicable to every health care 
organization and are not unique to this particular concept. 

Social, political and organizational reasons are 
based on the premise that the availability of better health 
care may not be accelerating as are the costs of providing 
these services. The individual is concerned with personal 
availability and utilization of services rather than any 
general concepts of health care. The health professionals 
are concerned with the dominance of physicians in the 
general area of health, where other professions may be more 
knowledgeable and have superior skills in performing 
services which are not strictly medical in nature. The 
government is concerned with cost, and the policies which 
define financing arrangements at both the federal and 
provineial Levels. The report states that the government 
must assume an effective leadership role in coordinating 
services rather than just continuing to pay the bills. 

One of the important implications of the community 
health centre is the legal aspect. This concept requires 
“corporate” or collective responsibility for employees 
regardless of their task orientation, This collective 


responsibility of the corporation removes the onus from any 
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one person, and places it on the corporate structure, 
therefore validating contracts of service with individual 
patients and the health care team members, Certification of 
competence is also necessary but the present licensing 
regulations of various groups would have to be reviewed and 
modified to foster a flexible team effort. 

The Provincial government should be responsible for 
policies pertaining to personnel and staffing requirements, 
payment methods and benefits and incentives for these 
service ‘entities :;* Actuak<internal deployment {hiring and 
firing, should be the centre's administrative concern. A 
regional or district administrative level is proposed in 
order to control the utilization of more expensive special- 
ties, 

"Specialized personnel serving more than one 

community health centre should be employed by 

the area of district administrative level and 

subcontracted to the centres." 

The payment of health personnel consists of either 
salary, sessional reimbursement, or a pooled-income approach. 
The present fee for service system is felt to be incompatible 
with community health centre objectives. The incentives 
proposed by the committee under the rubric of tangible 
benefits are adequate and competitive reimbursement, 


recognition for training, work load and continuing edu- 
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cation. Standards and ranges for normal variation in 
practice patterns along with monitoring techniques must be 
developed so both the publics' and the health services 
professionals' interests may be served, 

Incentives for health personnel revolve around 
"psychological and professional rewards inherent in the 
challenge of working with others in an innovative team which 
functions in a responsive and accountable partnership with 


ntO® Other incentives mentioned 


the community being served. 
are those commonly offered as part of most middle and upper 
Management contracts, such as salary increments, pensions 
and insurance and guaranteed holidays. Added monetary 
incentives are offered for isolated hiring areas and should 
also be available for achievement of community centre 
objectives. The integration of existing private health 
care facilities through outright purchase is also considered. 
Funding of community health centres should be a 
provincial responsibility and a global budget used, based 
on population and nature and scope of services. Capital 
funding may be handled by provincial grants, low interest 
foans, Jordby utilizing»privatertcapital sources jon apilease- 
back basis. This latter proposition would free government 
funds for alternate: allocation: 


The importance of physical design is noted in the 


nee 


eT ea phe 270 


oi. a0boyaitav si 1703 


xvclenane, Atseaat anata “buis nla eet teal | 
-bovise ad (ee saeéaSsnt ‘elanotéemhorg | 
bavoxs svlovex Lomnoeyoq dilasd 102? #eviensoet 4 


sii ot ineteiig) abtews: iscotsastotg bas Lastgobodoyaq" 


igidw gasi ovissvonnt os at exedto dat ertaitow to. sgseliado 7 
d3itw gqifagsnixng sidsjauocss bee svienogest « at saotsagn? | - 
- . \ Gj 
bsagistnaem esvliinsact z2ds0 COL kevase gnted yiinuaaeo e432 i 
| : 


taqggu has ofbbia teanw to 4969 28 beyeidto yDnommo>s oeod? ems 


soolensg ,e2aem9150l yzulae on dows ,eoesig0s Jasusgsnen 


yisionag bobbA .eyshiied bsedaptsug bee sonetpent bas 7 

. | US 

bigode bre esets grisid bassloet tol bstsiIe ete esyiinssatk - 
Stinmuo YIioviwo>s to Jngmevetios 1602 sldelteva sd osla a 


if 
difead sasviiy goidersxe to wobtesgsast sd? vaesvisoetde . 
"7 
-botebtano> ogln ‘et aaadosig idgletyo dgeotds esiibites? esas v4 


6 ad Uluose estines diieed yitnyewoo Yo gaibaut —' 


. 


Seas .Saev dgagbod Jodotg o bas ywstltdleanogest Isioalvotq 
AL oe 
fesiqs .ssokviexe to,sqoos bos Studan bas noi sefuqog 20. 


desyoInt vol ,sicetg Istontvete va bsibned ns = a . Apt 
‘%>" fae 7 

~semal s go aSozuoe Taitges atavirg gntsts eas) ed a0 | rhe 

smomAtaveg nauk biuow ‘gokste6q07q res¥e! sist : 


et ee at a bau 


(943 mk been et agiesb teataydg Ye 92 


86 


report but only vague general conclusions are offered (see 
Appendix Teen es Continuing education of health personnel 
and re-education programs are vital to the community health 
centre concept. The emphasis should be "patient-centered" 
and on "problem-solving" integrated with social services and 
the public. Active learning experience within the health 
centre as basic preparation for advanced education is 
desirable and care must be taken not to alter the centre 
concept to encompass "ideal" patterns of health care, 
thereby destroying the real service setting and losing 


community participation, These are the main concepts dealt 


with in The Hastings Report. 


LL bs THE ROLE Of SERUGCLURALSMODEEL CAT EON 
Ay Possible Effects 


Modification of an organizational structure may 
serve as an incentive in itself or as a base to foster 
incentive utilization. The conclusions derived in«Chapter 
3n0fethiststudypindicatesthatethefsize of anhorganization 
may enhance or hinder such, variables as cooperation, 
cohesion and integration of personnel in the achievement of 
specific objectives due to the conflict between internal 
organizational goals (to survive and broaden the power base) 


and the intended purpose of the organization (to fulfill a 
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community or social need). 

An organization and its scope of activity should be 
limited to a predetermined manageable size where optimum 
efficiency and effectiveness in maximizing its intended 
purposes may be enhanced. When the natural growth begins to 
contribute to problems in the delivery of service or 
administration, an alternate structure or department should 
be implemented to encompass components of the original 
structure which can no longer be effectively handled by 
means of the original vehicle. In this way, duplication of 
services in the same geographic area may be avoided and the 
original concept may be utilized in different regions. 
These smaller, relatively autonomous organizations would be 
better equipped to deal with organizational problems through 
more personalized contact and a closer, more meaningfully 
defined set of objectives. 

Im the context of controlled size, specialization 
could be used to greater advantage. The problems of 
impersonality and the negative effects of a hierarchy with 
its rules and formality minimized. The knowledge of 
Organizationalestructure mayebe jasvaluablesaid sin pconsider= 
ing the implementation of a new program or in considering 


incentives within an ongoing enterprise. 


Be Consideration py The Hastings Report 


The structural components of the community health 


centre are dealt with in the report. The stress placed on 
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an upper limit in size refers to the number of physicians 
employed. The emphasis is on the team concept and the 
understanding is that further units (teams) are added as 
population needs are realized, im, this waylmit Ws felt that 
cooperation, personal service, and proper communication may 
be maintained. Problems which arise between teams are not 
considered and just who is the head of a team is only 
clarified to the extent that the physician should not be the 
team leader. 

The structure of the team is considered as an equal 
partnership of all those professionals, para-professionals 
and others who deal with the patient. The hierarchy of 
authority, rules and formality are not considered nor is the 
Sizesandttayoutiot: theyphysical plant. ihe report states 
which positions should be created but not the relative 
importance they hold nor the relative responsibility they 


assume. 


rN % PARTICIPANT ACCOUNTABILITY 
Ax Possible Effects 
PhesimportanceysorvparticipantpactounGabititytin 
achievingtepeciticiobjectivestis .notedtineprevious™ chapters 
of tEhistthesis.  aThistaccountabilityrinmpiiest that the 
participantamustube heldyaccountablepforuhis actions .or 
incentive implementation will be, at best, effective only as 


a temporary measure, 


aneneb in oie ao Nr 72 
gedy diet «2 ai yew sidi al .bs S ‘ : 

{au Gos2aothummos 1sg07q Hn jie « : _ 
jon Ofek awn sy, tah antis doidw amstdoxt bemkascsaarae) 7 = 
yvlao 2) mesos « Yo bsed sida at oy dent bane bexebiemoa 
oa. 64 som bkoods osiotevdg odd Jsds does Bul os bethimasa 
tabssl ogsa 1, 

Ippps oa eB betsbtenos ar msed eo to srusserte seat ee 
aisnoleastoig-nybq ,einnotesatoxrg saos Ils to «mn iy 
to vioteystid sit? .Jaotzsq ofy osty feeb odv crtse: ban “ 

s#9 #b 260 batsbtano> 392 Ste Yitientot ban sealer vettiodine - 
esthye J10qe7 oT .3nalq is2leyiq ada) to Swoyel bas we 7 i 
$Viiniet 903 son tud benseia sd blued andtataog Mabie f “a 
cone witlrdtandedss evigseie1 sis *om blod- yods oe . _ 


ae 


_ 


89 


If there is an absence of control over the actions of 
a participant the acceptance of an incentive or reward may 
be problematic. Conversely, if the participant accepts the 
incentive or reward system offered, and a penalty or burden 
1s" attachedr tor noth reaching or *maintaining specific 
objectives, then over a period of time, this incentive 
becomes expected as part of job definition and the refusal 
to conform may result in a predetermined negative sanction. 
At this point, organizational objectives have been fulfilled 
and the incentive has reached an equilibrium where its 
consideration ceases to be beneficial. Other incentives 
with both benefits and burdens attached may be offered for 
other specific objectives once this equilibrium or neutrali- 
zation process has occurred. 

One of the most obvious examples in the health field, 
of offering incentives without attaching burdens or 
penalties is the attempt by hospitals to control physician 
utilization of facilities. The fee for service reimbursement 
system has been blamed for the failure to control escalating 
Costs, but this may not be at the root of the problem, The 
incentive of fee for service has no provision for utili- 
Zacion accountability or control. Therefore, over— 
utilization of facilities may further benefit the physician 
or, at the minimum, not be of valid personal concern. In 
order to reconcile this difficulty, two approaches may be 


considered: that of changing the reimbursement system to 
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one which does not contain incentives for over-utilization 
of facilities and/or to add accountability mechanisms which 
would apply penalties or burdens for this utilization. This 
would result in direct responsibility for actions taken by 


the participant in providing health care services. 


Be Consideration by The Hastings Report 
The community health centre is concerned with the 
sharing of responsibility by all the team members. While 
this concept of corporate responsibility may "foster 
tlexibitity and diversity in the provision of cares aa ct 
may also cloud the issue of individual accountability for 
care and treatment. The team leader (regardless of which 
individual is chosen) is seen more as a chairman of a 
committee than as a leader with the authority, responsibility 
and accountability which is implied by the use of the word, 
The reimbursement of participants by salary is 
pLomoted inwthevrepoert., “Thistdoesenot tensure responsibility 
or accountability any more than it does in any other 
industry unless it is combined with a predetermined formula 
forsmonitoring ongoing evaluation sand ‘reviews “This ¢is 
emphasized in the report, but may work to the detriment of 


the team concept unless organized and controlled in a 


structured hierarchy *ofsauthoritys* °Thiseis "impitedein tthe 
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establishment, ,of a district administrative level but is 
removed from the daily operations of the centre, 

Other control; mechanisms, are yoffered in a very low 
keyed form as further possibilities which might be consider- 
ed. The removal of present incentives to physicians and 
dentists,for over-utilizationjo£ facilities,might. be 
combated by the institution of charges for this use or by 
limiting the numbers and kinds of professionals in an area 
to be covered by public funding mechanisms. These suggest- 
ions are made in isolation of the community centre concept 


and after the statements no follow-up is offered. 


ee THE RELATIONSHIP BETWEEN 
ORGANIZATIONAL TASKS AND REWARDS 


A. Possible Effects 

It has been shown previously in this study that the 
closer the reward to the task performed the more effective 
is the incentive toward the achievement of specific 
obdiectivess Lf _ansindividualscannot telate his,»specific 
task to the receipt of benefits in some realiway, the 
benefits offered may prove ineffectual in motivating 
behavior. This need to see the positive results of applied 
effort is) a powerful, stimulusedin working withingan organi- 
Zational setting. It may take precedence, over, organizational 
goals and additional monetary incentives,| Particularly in 
dealing with professional groups and professionals within 


groups, this concept of professional achievement, pride and 
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ego may be a valuable asset to be directed to promote 
specific goals of patient satisfaction and the maintenance 
of an effective health care organization. 

Where the relationships between effort and reward are 
not apparent to individual perception, then personal and 
individual self-interest may dominate within an organi- 
zation. The raison d'etre may become the utilization of 
health services facilities only to foster personal 
gratification. The involvement in the organization of all 
professionals requires prior considerations of status, and 
these considerations must be well-defined and obvious to 
all those involved. Recognition in these terms must be made 
available for "a job well done" in order for the organization 


to thrive and achieve and maintain its objectives. 


Bis Consideration by The Hastings Report 
The report does consider the relationship between 
tasks and rewards but only in terms of vague psychological 
benefits of team interaction and the use of monetary 
incentives for goals which are extremely difficult to define 
and almost impossible to evaluate, 


"Tncentive payments should be made to 
encourage the achievement of desirable 
objectives for these new centres, such as 
keeping people out of inappropriate use of 
hospitals, limiting to essentials the use 

of investigative procedures, encouraging 
consultancy of experts, and promoting health 
educational activities, These incentive 
payments should be determined by comparisons 
of practice profiles with provincial norms 
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Thesteameconcept®ias visualized in the report offers 


a multidisciplinary approach to health care which will 


promote innovative uses of a broader spectrum of care. 


"Community health centres must involve 
individuals more fully!1l2 in decisions 


about service provision as 
personal and family health 


In an ideal situation this 
may result in better health care; 


interprofessional group behavior, 


well as in 
Carew. 


is an admirable goal which 
but given the reality of 


the negative aspects of 


group decision-making coupled with a non-medical profession- 


al team leader, indicate that considerable difficulty may 


OVeebwe Wraltelal lw Vv@selic Gal EWENE Oh. 


Individual rewards are 


subordinated to group rewards and individual status 


eonsiderations are subordinated to team status. The 


original individual achievement motadvation’ which is so 


common and perhaps necessary in completing the requirements 


of ta ‘professional’ discipline ‘isi 1d gnored.. | Lhe term sit dtws 


and ‘the hierarchy it dmplives is non-existent dan ithemeport 


and the relationship between organizational tasks and rewards 


is limited to the above considerations. 


Ld pie ps2 


Ute eher 4 underline. 


ae a sie ee q sr 


iitw detdw sre5 ddbesit os io don dad awn tgisetes ium 6 


6 


60189 To MES TISga tobano10d 42 19 aa avitevonnt som a 
van 


_ 


py 


sviayel ievm es v7ee9 AIised yolavmmod” . 

agohetosS at *'- iLuk sx Ou einubivihsl 

at en [law =. adfe twang, Teokvion Juodr 
“,O7n9 Wiinod vl fmet bas [aq0e10q i 


avtiw feng sldavimbsa oa =) otto aotosertke fesht om al” 


to VITLES Sn) mvig Aud +9176 itsiser tetiad al tiluaet yoo 
7 
A 
16 Str gget Wlisgsaq 29197 .,.%nlveded qvotR fenolvestorgis ak 
Dae i) a 
~ae} sOTG iBofSsh-ndo «4 AAW Esatoues goivon-aoleloeb quorg 
id 
yaa ryin baz ofdarysb i a 122 Ifo gJBa1r% at + Tebasl bai) 
218 ebhrewss iauvbptvirbyl » iavais 270w 5a3 ctdaty 10390 
eu7272 ieubivyihal base sitaws: guci oo veanatbrodue 
‘ 
p : : 
s1T ,#UShR3S=e most of bazinibeedba sta eng tisrebiecos 
' a , van 
¥ - + 
o@ as Hotdw colirzsvisow tweneveddsa Laubivtbee leatghs 
- a 


; ff 
a nanstiuosy en: GH Ielgacs «rd YIReeso sn ERandteg bap sommes 
Pi = 
a 


oe 


enjede mias sad sboiogal al satiqgtvath zee need: 


* 


720g5% ae oh Inadnixe-noa et aetiewh ¥) viomesend 


BOG0wa2 bes edtus lsanolinshborgxo nesewisd gtidesotssiwe nae a) 


- 


eee 209 ovods ods ar ber tees a. 
| oUF 


94 


Viole THE ROLE OF MANAGEMENT 
A, Possible Effects 


The importance of the management role is made 
explicit in all programs reviewed in this study and is the 
one aspect contained in all projects showing varying 
degrees of success. In the cases where management was not 
felt to be of the calibre demanded by the requisite 
Puincti1onsysot) ay proposed program the utilization of industrial 
engineers as a proxy for internal management was successfully 
implemented, An efficient organization is needed for an 
incentive program proposal to be successfully undertaken, 
but incentive implementation may not make an organization 
efficient or effective. Good management is imperative in 


program implementation, 


Bes Consideration by The Hastings Report 

The report notes that "the actual employment and 
discharge of personnel and their internal deployment should 
; : jee ‘ py cll} 
rest with the community health centre administration, 
The importance of professionally trained administrators and 
the need for educational programs for management personnel 
are also considered. The emphasis placed on the role of 


management may be summed up by the following quotation from 


the report: 
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"Efficient techniques of management must be 
employed both to support the professional 
Operation of the health services team and to 
ensure courteous and prompt care for the 
public. A professional administrator is 
necessary for good relations with the public, 
linkage with the health services admini- 
stration, and handling problems of case 
Management, He must assure the records and 
communications system is used for purposes of 
audit, evaluation and eae geal AUEl 


Vil, OBSERVATIONS 

In terms of the basic criteria utilized to analyze 
The Hastings Report the following observations were noted: 

i; “Ihe *capability of structural manipulation to 
promote the objectives of the community centre was not 
considered in the report. Plant size and layout were not 
discussed and hierarchy of authority, rules and formality 
ignored in favor of dependency on a highly informal 
multidisciplinary «team orientation. 

2. The acceptance of participant accountability for 
both benefits and burdens of task execution are considered 
BYStie@arepont in a group context, /thereby idiss patting 
effective individual accountability. 

30" The *pexceived distavee and therefore “tire 
association between the execution of tasks and their 


respective personal rewards or penalties are subordinated 
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and rendered ineffectual due to the emphasis placed on the 
vans ecomcepity 

4. The utilization of qualified management personnel 
is recognized and promoted by the report, 

Based on the above considerations it appears that The 
Hastings Report does not contain the incentives necessary to 
effect efficiencies in the delivery of health care services. 
The report is a document pertaining to a general concept. 
Given the differences in priorities of the various governing 
bodies who will consider the concept, operationalization of 
a community health centre may take different forms. Many of 
the forms may incorporate these incentive criteria without 
seriously altering the multidisciplinary approach to out- 
Datieme services: 

The emphasis on total equality of team members may 
ROL wWreve to be viteasibie (for saynumber of political social, 
economic or organizational reasons, Therefore, alternatives 
or variations may occur to change the proposed structure of 
the team concept without seriously affecting the general 
concept of the comprehensive health care centre, 

The establishment of community health centres may 
meet the needs of society in terms of health care services 
or they may create a demand by their very existence. The 
rationale for the centres as a means of de-escalating the 
rate of increase in the cost of health services is not 


SBatigtactori ly explained, Duplication of some services with 
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those of the general-acute hospital are unavoidable and the 
establishment of new health care facilities must increase 
aggregate health services cost. Perhaps the community 
clinic concept should be considered as an extension of 
community based hospital out-patient services. In this 
manner a direct relationship between the centre activities 
and a reduction in general-acute beds may be formulated and 
controlled through a total budget mechanism, This may also 
curtail the expense of new facilities, especially where part 
of the problem seems to be an excess of present in-patient 
Facitities which might be converted for clinic use, 

Finally, the utilization of the existing administrative 
expertise and the sharing of accounting and communication 
systems may prove to be an efficient and effective medium in 


which to establish the community health centre concept. 
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CHAPTER 7 


CONCLUSIONS 


Ds INCENTIVE IMPLEMENTATION 

There are factors of incentive implementation which 
are seen as positive throughout the literature. One of 
these is superior management and another is the distance of 
the reward (incentive) from the initiator of action. The 
closer the reward and the sooner the payoff to the indivi- 
dual employee the more effective it becomes. The rationale 
for this conelusion in the author's view, is that the action 
or actions which bring the reward may become a part of the 
individual behavior pattern on the job. When this occurs, 
avoidance of this aspect of the resulting job definition 
brings burdens instead of benefits to the employee. 
Therefore, in time it is not a matter of complex group 
relations or loyalty to the organization, but simply <a upant 
of expected task fulfillment for which he is being 
reimbursed. At this point the purpose of the incentive has 
been fulfilled and is no longer needed. A state of 
equilibrium has been reached. Further incentives for further 
objectives may then be contemplated. 

This may appear as an over-simplification of a series 
of complex problems, but in reality may be the focus which 


is missing in incentive formulations. Whether the area of 
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concern is the Laundry department or the over-utilization of 
hospital facilities by the physician, the same basic 
principles apply. In the case of the Laundry, the employee 
is offered a reward to change his behavior pattern. If 

this reward is’ not considered suitablevat any @time and “ior 
any number of reasons, there is no incentive for the 
employee to alter his behavior. He does not have anything 
to lose by retaining the status-quo and the reward may or 
may not be appealing given the existing situation and the 
ebiect tof time. 

The case of the physician is similar. Under the fee 
hore service System, incentives to control utilization of 
facilities are in competition with the physician's own 
professional incentives to provide "quality care" and also 
to increase his own net benefits. In the hospital this is 
done by OVer, rather than under, utilization of -facitities. 
An incentive system which offers rewards for utilization 
control cannot be effective if there is no cost or burden 
attached to the plan. Utilization reviewYcommittees are 
examples of such programs. Before incentives can be 
formulated a burden for not changing behavior in this regard 
mist be@an integral’ part of the plan. Invecontlusacng 
serious consideration and review of the effect of account- 
ability in terms of both benefits and burdens to the 
participant is needed before hospitals embark on further 


incentive scheme formulations, 
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ahaa INCENTIVE CONCEPTS 

The concept of incentives permeates the thinking of 
our modern industrial society. This concept takes many 
forms and is considered under many different pseudonyms, but 
the concern for behavior patterns and modification of that 
behavior to achieve specific goals are of utmost importance. 
It has been suggested that due to the failure of incentives 
(e.g., fee for service, etc.) to economize and rationalize 
the health care system, they are not applicable. Contrary to 
this view, it would appear that this is precisely where future 
incentives may be of most benefit, as an aid in achieving 


effective and efficient health care. 


Lil, INCENTIVE RECOMMENDATIONS 

The objectives of this study were to try and deter- 
mine whether incentive formulation has a practical use in 
the health care field. The subsequent examination of 
Structural aspects; the review of the concept of incentives 
and programs implemented in hospitals; the contradiction 
between physician and health care incentives; and, the 
formulation of criteria for examining program proposals 
indicates not only practical applicability, but suggests 
necessary utilization. 

It is recommended that the following criteria, 
developed throughout this thesis, be considered before the 


implementation of any health care program. 
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1. That the organizational structure contain 
mechanisms which will allow for bureaucratic adjustment and 
change to help create positive changes in worker behavior, 

Z. That all participants in the program be held 
accountable for the results of their actions in executing 
program tasks, 

3. That program participation be characterized by 
the immediacy of rewards or penalties to job responsibility, 
and 

4. That the use of qualified management personnel be 
mandatory in the implementation and operation of the program. 

If these criteria are adhered to, the success of 
efficient and effective health care services will be greatly 
enhanced, It is also recommended that the present hospital 
and medical reimbursement systems be examined and serious 
consideration be given to amalgamation in order to consoli- 
date the information base needed for a system whereby all 
participants (including the medical profession) are held 
responsible and accountable for the generation of total 
health care costs. In conclusion, this thesis emphasizes the 
need for an interdisciplinary approach to successfully 
develop and implement health care programs, Incentives 
research, patticulariy in’ Canada, is sparee and 2ll-detined, 
LE Gs hoped thet this study may incite further interest: in 
health care incentives and help foster additional theoretical 


and applied research in this area, 
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THE COMMUNITY HEALTH CENTRE 


SUMMARY 

In the tlightitof the “three issues noted in the Foreward, 
the Committee believes that: 

1. In order to emphasize community care and to shift 
service patterns, community health centres should be 
established and linked with hospitals and other health 
services in a fully integrated health services system; they 
must not simply be added onto the present system. Neverthe- 
less, the introduction of community health centres need not 
await the full integration of the health services system. 
They are in themselves the catalyst for the development of 
the new system -- in fact, they are essential to its 
concurrent development. Community health centres should be 
established now as non-profit, ("non-profit" excludes the 
standard share corporation where profit accrues only to the 
shareholders), corporate entities and in sufficient numbers 
so that new funding methods develop to promote the best use 
of resources. Enough community health centres must be 
introduced into the system to allow effective evaluation of 
theireimpact on the process  ofPhealth'*services delivery, 

2.9 Community health centtes must offer a Setting 
where care is provided through a multidisciplinary team. 


They should allow flexible and innovative uses of manpower 
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whieh wilh, iby jeoncentration on patients .problems,.offer 
more comprehensive care to people. Payment systems, 
alternative to the present form of fee for service, which 
are conducive to the team approach and which are attractive 
co chealth professionals, must: -beé developed, 

3, 9 GConmuniity dea hth «cemtres: must, tbe acleanly 
identified and accessible points where appropriate decisions 
can be taken about solving people's health care problems. 
They must promote a better balance between health promotion 
and prevention, diagnosis .and «treatment, and rehabilitation. 
They must, as necessary, relate to other health care services 
and community social services on a co-ordinated and integrated 
basis, 

4. Community health centres must involve individuals 
more fully in decisions about service prevision .as well -as, in 


personal and family health care. 


RECOMMENDATIONS 

The Committee recommends: 

1.) Ghecdevelopment by (the «provinces, sin jmutual 
agreement with public and professional groups, of a signi- 
ficant number of community health centres, as described in 
this jreport, as non-profit corporate ,bodies in agfully 
integrated health services system, 

ie The review and modification, in consultation with 


appropriate public and professional groups, of ,exis ting 
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provincial legislation and regulatory measures affecting 
health professionals and practices to allow for flexibility 
and innovation in service provision, 

3: JThesfunding! offs community health centresethrouch 
global or block budgets*gdvenoby thesprovdncese to the! district 
levels covering allicapitalsoperatinest maintenancest and 
anoTriiwzatiLon® costs. 

4. That employment and deployment of personnel rest 
with the community health centre administration, 

Se oO That\payhentetor™ protessional® servicessin 
community health centres be based on training, experience, 
responsibility and workload; that payment systems be 
equitable, competitive and promote the objectives of the 
community health centres 

6. That payment mechanisms alternative to the present 
form of fee for service be developed and evaluated in 
discussions between governments, the health services system 
and the professions concerned, 

ips That measures be developed by governments, in 
eoncert with appropriate public and protessionale groups5" to 
assure that community health centres and the professionals 
working in them make the most appropriate use of other 
facilities, such as hospitals, and programs in the health 
services system, 

So. That scientific evaluation of the dmpact of 


community health centres on the health of ‘the population 
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served and on the overall costs of the health services 

system be co-operatively carried out by governments, 
universities, educational and research bodies, and profession- 
al groups during the planning, demonstration and implementation 
phases; that regular evaluation, through professional and 
administrative audit mechanisms (internal and external), of 
performance and utilization become an integral part of the 
operation of a community health centre, 

9. That by agreement between the provincial, district 
and university health authorities, designated community 
health centres be affiliated with university health sciences 
centres and other educational institutions for the 
preparation of health and social services personnel, 

10. That the development of integrated health and 
social service centres in various settings be studied and 
evaluated by government, the universities and professional 
groups, 

11. That a comprehensive and co-operative campaign by 
governments, professional groups, and community and citizen 
otsanizations be carried out to inform the public and the 


health professions of the objectives of community health 
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IY XIGMATSA 


THE HEALTH SERVICES SYSTEM 


SUMMARY 

In order to make community health care a priority and 
to fully achieve the goals noted in the Foreward, the 
Committee believes that: 

1. All health services must be integral parts of a 
health services system. This entails a whole-hearted 
commitment to common objectives and policies established 
through dialogue among governments, the professions, and the 
Dubey, 

2. Health care is becoming more and more accepted as 
a right. This idea must defined anc acceptable boundaries 
placed on it, af society is. to give, rational direction to 
the planning, financing, development and evaluation of health 
Servicessa Just as theceencepteofvyright must havedits» linits 
defined, esoltalsoamust.thecideatofachoicettiorethe*individual 
whether as recipient or as provider of «service. These two 
concepts must be consistent both with the prevailing ethical 
and moral bases in Canadian society and with the willingness 
and capacdty, oftsochety steeallot thetnécessary "resources for 
the attainment of broad health objectives. Some type of 
device acceptable to society must be found for distributing 
the resources available at any given point in time, 


3. Creative planning and use'‘of resources in further- 
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ing local priorities in addition to wider provincial and 
national ones requires some degree of decentralization of 
planning, policy setting, budgeting and implementation. 
Clear definition of functions, responsibilities and powers 
is necessary at all levels. All responsibilities and powers 
must be exercised so as to assure provincial and national 
basic standards of availability and accessibility. Although 
the Committee recommends decentralization, we recognize 

the wisdom of central planning and administration within a 
province, or group of provinces (or even federally) of 
certain services (e.g., data bank, manpower licensing and 
clearing house, surveillance and monitoring of services, 
laboratory services, watershed control, cancer radio-therapy, 
highly specialized rehabilitation (thalidomide children) 
etc 

Decentralization in the actual delivery of a service 
(as in the case of laboratory services) does not preclude 
such cones ae planning. Account, should.be taken not only of 
political, economic,.and communications.areas but also of 
technological, referral, and consultation resources (e.g., 
health sciences centres). 

Responsible and effective exercise of power requires 
substantial) availability: and, control of money through some 
form of global or block program budgeting. 

Federal-provincial cost sharing should encourage 


effective provincial planning. in turns sprovineial financing 
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BaErengementstiwith district and/or local areas should 
encourage effective planning, consistent with both the wider 
national and provincial interests and equity, 

4. There must be clear information, referral and 
planning links between and among all elements in the system, 

5. Any health services system can function effect- 
ively only when participants are willing to work together. 
They must all accept the responsibility to understand the 
purposes of services and use the system wisely. This will 
require a massive and continuing information and education 
program. It will mean real compromises and difficult 
dacisions is ~\ltcimplies «thetactive tinvokbvement “ofieitizens tin 
planning, advisory and policy making bodies, such as regional 
and individual institutional boards, whether government or 
yoluntany In order to assure equitable treatment within 
the system, grievance mechanisms are necessary for both 
recipients and providers of service, 

6. Continuous evaluation, assessment and regular 
reporting of \theuéxtent sto whieh policlles tand services work 
towards the achievement of objectives are necessary. 
Internal and external audit and review methods carried out 
under appropriate public and professional auspices must be 


integrated into the health services system. 
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RECOMMENDATIONS 

The Committee recommends: 

1. The immediate and purposeful re-organization and 
integration of all health services into a health services 
System to ensure basic health service standards for all 
Canadians and to assure a more economic and effective use 
of all health care resources, 

2. The immediate initiation by provincial governments 
of dialogue with the health professions and new and existing 
health services bodies to plan, budget, implement, co-ordinate 
and evaluate this system; the facilitation and support of 
these activities by the federal government through consult- 
ation services, funding, and country-wide evaluation, 

3. The establishment of the provinces of district or 
area administrations consisting of (a) a representative 
eltizens *boards; and i(b)sa>technicalhadvicory tbody 

4,°o°Ths wseiby provinces of program or block budgeting 
methods in the healthtservices system; 

54) *The fullest practi¢calwintroductionsbysfederaivand 
provincial governments of modern communication technology into 
the health services system, 

6. The development by provincial government through 
negotiation with the professions and with new and existing 
services of less-costly and more appropriate alternatives to 
acute hospital in-patient care; coverage for these 


alternatives and for care in the home under federal and 
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provincial "health insurance" schemes, 

7. The setting by governments, in negotiation with 
appropriate public and professional groups, of priorities 
for allocating funds for new and existing facilities, 

8. The reduction by provincial governments of acute 
general hospital in-patient bed “acilitives. 

9. The development and co-ordination at federal, 
provincial and inter-provincial levels of manpower policies, 
funding policies, educational programs and teaching curricula 
to assure an appropriate supply of personnel for the health 
services system, 

10. The seating by provincial statute of represent- 
ation of the general public on professional licensing and 
regulatory bodies, 

11. The development by the provinces of adequate 
grievance and complaints bodies with powers to investigate 
and to redress wrongs, 

12. The ‘tegular scientific evaluation of all planning, 
demonstration, and implementation of new and existing health 
services and of the overall health services system in terms 
of performance (including quality) and utilization by the 
provinces, universities and other education and research 


resources, and professional groups in mutual co-operation. 
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DESIGN OF HEALTH CENTRE 


The Committee) did not attempt.to.explore in any 
depth specific designs for community health centres where 
new physical facilities are required. This area requires 
further detailed study. However, our investigations and the 
evidence we had presented to us did lead to certain general 
conclusions: 

1. Good design affects the ways in which services 
are provided within the facility and can educate profession- 
ale, toe do better;work..1Design can. encourage. or, inhibit, group 
interrelationships by its physical layout and aesthetic 
qualities. It can indicate a sense of warm welcome to the 
public and, hence, an openness to their involvement. 
Considerable research has been done on these more subtle 
effects of design by architects, engineers, and health 
professionals; new dimensions of understanding are being 
added by psychologists, sociologists, interior designers, and 
others. Further co-operative research and demonstration is 
required in putting the essential lessons from these various 
sources into practice, 

Ze Choice, variation and adaptation of design to meet 
the precise needs for a given community health centre at any 
given point in time may be enhanced by using industrial 


engineering techniques including new computer applications, 
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